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On 1st August, 2003, Wing Hang Bank entered into an agreement to
acquire Chekiang First Bank (CFB) for a total consideration of HK$4.8
billion. The Bank is confident that by July 2004, pending the approval
of the Merger Bill, integration will be completed resulting in a stronger
and more substantial Bank.

The acquisition is a significant strategic step forward for Wing Hang and
represents the fulfillment of our stated desire to capitalize on suitable
opportunities as Hong Kong's banking sector consolidates. It creates a
meaningful increase in our scale.

The purchase of CFBis in line with our stated acquisition criteria. CFB
has a clean balance sheet and strong asset quality and the transaction
is earnings enhancing. Furthermore, both institutions have compatible
cultures and the overall size of the transaction is manageable from
both operational and financing perspectives. Wing Hang also believes
that significant value will be created from synergies achieved through
integrating the two businesses and capitalizing on CFB's liquid balance
sheet for increased revenue opportunities.

CFB was founded in Shanghai and was re-established in Hong Kong in
1950. With 14 branches in Hong Kong, CFB has a focus on SME
customers and is strong in trade finance. As of 31st December, 2002,
CFB had total assets of HK$27.8 billion. Advances of customers and
other accounts were HK$13.3 billion and total deposits were HK$22.2
billion. The return on assets was 0.91% for 2002 and the return on
equity registered at 5.26%. Capital adequacy ratio was 26.6%.
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ing Hang Ngan Ho was first established in

\/V 1937 by the late Mr Y K Fung in Guangzhou

to carry on the business of a money changer.

its early years proved to be difficult due to the prevailing

political and economical turbulence in China. In 1945

the company re-established in Hong Kong with a capital

of HK$300,000 and a staff of nineteen and prospered

during the post war boom. In 1960 Wing Hang Bank

was incorporated and was granted a banking license
reaching the first milestone in its future growth.

In 1973 the Irving Trust Company of New York acquired
a majority interest in the Bank and the partnership
provided Wing Hang with a stronger financial base and
the expertise of a major international bank. In 1979 the
Head Office Building was redeveloped and provided
much needed modern facilities for its operations. In
1988 the Irving Trust Company merged with The Bank
of New York and became a stronger and more diversified
partner. In July 1993, the shares of Wing Hang Bank
were listed on The Stock Exchange of Hong Kong. On
1st August, 2003. Wing Hang Bank entered into an
agreement to acquire the Chekiang First Bank (CFB) as
a wholly owned subsidiary. With a solid credit history
and a strong portfolio, CFB brings greater scale and
coverage to the Bank.

Wing Hang Bank is the holding company and the principal
operating company of the Group which provides a full
range of banking services. After merger with Chekiang
First Bank the combined bank will have 41 branches in
Hong Kong, one branch in Shenzhen and representative
offices in Guangzhou and Shanghai. The Group’s
subsidiary, Banco Weng Hang has been operating in
Macau since 1941 and has an extensive branch network
in the territory. In addition, through its other subsidiaries
and affiliated companies the Group provides nominee,
deposit taking, offshore banking, hire purchase, consumer
financing, insurance and share brokerage services.

At the end of 2003, the Group’s total assets and
shareholders’ fund amounted to HK$88,737 million and
HK$6,687 million respectively, net profit attributable to
shareholders for 2003 was HK$853.9 million.




EEXAER
Group Results in Brief

B/ Cad)

Increase/

2003 2002 (Decrease) 2003
 REHE FOR THE YEAR HK$m  HK$m % US$m |
BREESEZEF Profit Attributable to Shareholders 864 *669 29 111.30
iR 2 Dividends 426 534 (20) 54.88
’, N i
 UAEBREHE PER SHARE HK$ HKS % USs$ |
ERAT Basic Earnings 294 228 29 0.38
ReBH Cash Eamnings 299  *2.28 31 0.38
RHRERBREE Interim & Final Dividends 1.45 1.16 25 0.19
FRIRS Special Dividend - 0.66 (100) -
BEFE Net Asset Value 22.76 *21.60 5 2.93
 REAHE AT YEAR END HK$m  HK$m %  US$m
BRES Shareholders' Funds 6,687 *5,338 6 861.4
BER Total Deposits 77,477 50,102 55  9,980.5
XPEX Advances to Customers 46,612 34,417 35  6,004.5
BEE Total Assets 88,737 *57,120 55 11,431.1
2N RATIO % % ]
AR BLUT A L & Cost to Income Ratio 35.1 324
THEERHE Return on Average Assets 127 *1.19

FHRRELERE  Retun on Average Shareholders' Funds 13.3  *10.8

m = million (B&)

US$1.00 = HK$7.7628

i * Restated
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Five Year Group Financial Summary

1999 2000 2001 2002 2003
BEAT HK$ million f
BEE® Shareholders’ Funds 5008 5666 6032 6338 6,687
BEM Total Deposits 44645 48,236 48,597 50,102 77,477
EFER Advances to Customers 32,331 33,666 35515 34417 46,612
AEE Total Assets 50,441 54,530 55,062 57,120 88,737
LRI A Operating Income 1,782 2,011 1880 1838 2,031
LRI Operating Expenses 517 582 589 596 712
BREESE 2B Profit Attributable to the
Shareholders 683 901 779 669 864
e Dividends 250 358 358 534 426
BT HK$
SEREXRRN Basic Earnings per Share 232 307 265 228 294
SREERA Cash Earnings per Share 2.32 307 265 228 299
BRFARRARE Interim & Final Dividends per Share  0.85 1.22 122 1.6  1.45
FRERIRE Special Dividend per Share - - - 066 -
HAE Percentage ]
HEELE Loan to Deposit Ratio 724 698 731 68.7  60.2
EARRELE Capital Adequacy Ratio 16.0 16.2 165 165 15.7
THRBESH = Average Liquidity Ratio 458 443 453 424  49.0
AR BT A B & Cost to Income Ratio 29.0 29.0 31.3 324 35.1
FHEEQRE Return on Average Assets 1.38 172 142 119 1.27
THRREGOHE Return on Average ‘
Shareholders' Funds 14.4 16.9 133 10.8 13.3
HAEHBREE =F  Figures for 2002 were restated due

T_FZEFRTE
Heo—NMNANEFEZTE
T-F78F RYHE
T% RETESEHE
P o

to changes in accounting policy.
Figures for years 1999 to 2001 were
not restated as the amounts were
immaterial.
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Shareholders' Funds /
Capital Adequacy Ratio
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Corporate Information and Calendar

Corporate Information

Board of Directors
Chairman
Dr Patrick Y B Fung

Directors

The Hon Ambrose H C Lau, GBS, JP*

Dr Cheng Hon Kwan, GBS, JP*

Mr Simon K'Y Lee, JP*

Mr Michael Y S Fung

Mr Louis CW Ho

Mr Ho Soo Ching*

Mr Frank J Wang

Mr Alan R Griffith*

Mr Kenneth A Lopian®

Mr Andrew M Gordon*
(appointed on 23rd October, 2003)

Mr Tung Chee Chen*
(appointed on 15th January, 2004)

Secretary
Mr Louis CW Ho

Executive Committee
Dr Patrick Y B Fung

Mr Frank J Wang

Mr Michael Y S Fung

Audit Committee
Mr Simon K'Y Lee, JP
Mr Ho Soo Ching

Mr Andrew M Gordon

Compensation Committee
Dr Cheng Hon Kwan, GBS, JP
Mr Simon K'Y Lee, IP

* Independent non-executive directors
* Non-executive directors

Auditors
KPMG
Certified Public Accountants

Registered Office

161 Queen’s Road Central
Hong Kong

Telephone: (852) 2852-5111
Fax: (852) 2541-0036

Telex: HX73268

SWIFT: WIHBHKHH

Cable: WIHANGBA

Website: www.whbhk.com

Share Listing
The Stock Exchange of Hong Kong
Limited

Share Registrars

Computershare Hong Kong Investor
Services Limited

Rooms 1901-5, 19/F.

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

ADR Depository Bank
The Bank of New York
Telephone: (212) 815-5822
Fax: (212) 571-3050
Website: www.adrbny.com

Affiliated with The Bank of
New York Group

Calendar

2003 Full Year Results
announced on 11th March, 2004

2003 Annual Report
posted to shareholders by the end
of March 2004

Book Closing Date
19th April, 2004 to 22nd April, 2004

Annual General Meeting
to be held on 22nd April, 2004

2003 Final Dividend Payable Date
10th May, 2004

2004 Half Year Results
to be announced around mid August
2004

2004 Interim Report
to be posted to shareholders around
early September 2004



Directors and Senior Executives

Executive Directors

Dr Patrick Y B Fung

Chairman and Chief Executive

Aged 56. Obtained MBA degree from University of Toronto
in 1973, and awarded Honorary Doctor of Business
Administration by The Hong Kong Polytechnic University
in 2001. Joined the Bank in 1976 and appointed a Director
in 1980. Appointed Chief Executive in March 1992,
Chairman and Chief Executive in April 1996. Chairman
of numerous subsidiaries within the Group. A Director of
Miramar Hotel and Investment Company Limited since
1985. A member of the Court of The Hong Kong
Polytechnic University. Chairman of University of Toronto
(Hong Kong) Foundation and a member of the Dean's
Advisory Council of the Faculty of Management, University
of Toronto. Chairman of the Travel Industry Compensation
Fund Management Board. A Vice President of the Hong
Kong Institute of Bankers. A co-opt member of Planning,
Development and Conservation Committee of Urban
Renewal Authority. Son of the late MrY K Fung, founder
of the Bank.

Mr Frank ) Wang

Deputy Chief Executive

Aged 52. Obtained - MBA degree from Cornell University
in 1979. Joined the Bank and appointed a Director and
Deputy Chief Executive in June 1999. Concurrently a
Senior Vice President of The Bank of New York, a
substantial shareholder of the Bank. Has extensive credit
control experience. A member of the Executive
Committee, Credit Committee and Management
Committee of the Bank. A member of Deposit Teking
Company Advisory Committee.

Mr Michael Y S Fung

General Manager

Aged 54. Obtained BA degree from Carlton University in
Ottawa, Canada. Joined the Bank in 1978 and appointed
a Director in 1992. A member of the Executive Committee
of the Bank and a Director of numerous subsidiaries
within the Group. A council member of The Hong Kong
Liver Foundation. Son of the late Mr Y K Fung, founder of
the Bank.

Mr Louis C W Ho

Secretary and Deputy General Manager

Aged 67. Obtained an engineering degree from McGill
University in 1961. Joined the Bank in 1972 and
appointed a Director in October 1995. A member of
the Management and Credit Committee of the Bank and
a Director and Secretary of numerous subsidiaries within
the Group. Brother-in-law of Mr Patrick Y B Fung.

Non-Executive Directors

The Hon Ambrose H C Lau, GBS, JP

Aged 56. Obtained LL.B degree from the University of
London and is a Solicitor of the High Court of the HKSAR,
a China-Appointed Attesting Officer and a Notary Public.
A member of the Legislative Council, the Chairman of
Panel on Financial Affairs of Legislative Council and the
Senior Partner of Messrs Chu and Lau, Solicitors and
Notaries. Awarded “Gold Bauhinia Star” by the HKSAR
Government in 2001. A Standing Committee member
of the National Committee of the Chinese People's
Political Consultative Conference and a member of the
Board of the Urban Renewal Authority and a Non-
executive Director of several listed companies. Joined
the Board of the Bank in 1996.

Dr Cheng Hon Kwan, GBS, IP

Aged 76. Obtained an engineering degree from Tianjin
University. Past President of The Hong Kong Institution
of Engineers. Chairman of Transport Advisory Committee.
Director of Tianjin Development Holdings Limited, Hang
Lung Group Limited and Hang Lung Properties Limited.
Joined the Board of the Bank in 1987.

Mr Simon K Y Lee, JP

Aged 76. Chairman of Sun Hing Group of Companies.
Chairman of the Audit Committee of the Bank. President
of the Lions Eye Bank of Hong Kong. President of the
Hong Kong Society for the Deaf. Chairman of the Hong
Kong Liver Foundation. A member of the Court of the
University of Hong Kong. Past District Governor of Lions
District 303 and Past International Director of Lions Clubs
International. Joined the Board of the Bank in 1991.
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Directors and Senior Executives

Mr Ho Soo Ching

Aged 54. Joined the Board of the Bank in 1997 and a
member of the Audit Committee of the Board. Has
been involved in merchant banking and financial services
sector for more than 25 years.

Mr Alan R Griffith

Aged 62. Obtained a BA degree from Lafayette College
and a MBA degree from Baruch College in 1971. Vice
Chairman of The Bank of New York and is responsible
for its international banking sector. Joined the Board of
the Bank in 1999.

Mr Kenneth A Lopian

Aged 47. Obtained a BS degree from the University of
Scranton in 1979 and also attended The London Business
School. Executive Vice President of The Bank of New
York with responsibilities for Asia-Pacific, Latin America
and Global Trade Financial Services. Joined the Board
of the Bank in March 2002.

Mr Andrew M Gordon

Aged 42. Obtained BA degree from the University of
Exeter, England in 1982. First joined The Bank of New
York in 1985 in London and received credit training in
New York. Has taken on assignments in Hong Kong,
London, Tokyo and now Hong Kong as General Manager
of the Hong Kong Branch, and head of North Asia Division
of The Bank of New York. Joined the Board of the Bank
in October 2003.

Mr Tung Chee Chen

Aged 61. Chairman, President and Chief Executive Officer
of Orient Overseas (International) Ltd. Obtained a
masters degree in Mechanical Engineering from the
Massachusetts Institute of Technology in the United
States. A Director of Bank of China (Hong Kong) Limited,
Cathay Pacific Airways Limited, Chekiang First Bank
Limited and PetroChina Company Limited. Chairman of
the Hong Kong-America Centre. Chairman of the Court
and a member of the Council of The Hong Kong
Polytechnic University. Joined the Board of the Bank in
January 2004.

Senior Executives
Members of Management Committee

Dr Patrick Y B Fung
Chairman and Chief Executive
(Biographical details are set out on page 25)

Mr Frank J Wang
Director and Deputy Chief Executive
(Biographical details are set out on page 25)

Mr Michael Y S Fung
Director and General Manager
(Biographical details are set out on page 25)

Mr Louis C W Ho

Director and Deputy General Manager
(Biographical details are set out on page 25)

Mr Fung Kin Wai MBA

Assistant General Manager

Head of Information Technology Division
Aged 52. Joined the Bank in 1976.

Mr Stephen C K Wong

Assistant General Manager

Head of Retail Banking Division
Aged 50. Joined the Bank in 1972.

Mr Stephen C W Leung MBA, CA
Assistant General Manager

Head of Operations Division

Aged 45. Joined the Bank in 1996.

Mr Stanley S C Yuen AHKSA, FCCA
Assistant General Manager

Head of Financial Management Division
Aged 48. Joined the Bank in 1974,



Chairman’s Statement

* We will focus on unlocking value from the
acquisition of CFB this year. Significant value
will be created from synergies achieved through
integrating the two businesses. Cost economies
will be achieved by branch rationalization and
centralizing back-office operations.”

Patrick Y B Fung
Chairman & Chief Executive

2 003 was a challenging year for the Hong Kong economy. International

conditions deteriorated rapidly at the beginning of the year as the war
in Middle East cast a temporary shadow over the global economy. The outbreak
of SARS in March had a severe impact locally, with retail, tourism and restaurant
sectors the hardest hit.

The economy recovered steadily in the second half, helped in part by initiatives
such as the Closer Economic Partnership Agreement (CEPA) and the “individual
visit” scheme of Mainland visitors. The unemployment rate fell from a record
high of 8.7 percent to 7.3 percent by year-end. Consumer sentiment
brightened due to improved employment situation and a firmer property
market. In the external sector, total exports grew on the back of strong export
performance of the Mainland. There was also a revival in tourism as record
number of Mainland visitors helped to offset declines in other markets. For
the fourth quarter of 2003, GDP rose by 5 percent in real terms over a year
earlier, reversing the 0.5 percent decline in the second quarter.

The banking industry faced a difficult environment in 2003, particularly in the
first half. Loans continued to contract due to weak demand for bank credit
from both individuals and businesses. Asset quality deteriorated in the early
part of 2003 as the value of residential mortgage loans in negative equity
grew, however this began to improve towards the end of the year.

For the year ended 3 1st December, 2003, profits attributable to shareholders
amounted to HK$863.9 million, compared to HK$669.5 million in 2002. The
consolidated results incorporate the results of Chekiang First Bank (CFB) and
its subsidiaries from 30th September, 2003, that being the date on which the
acquisition was completed. Earnings per share increased by 29.0 percent to
HK$2.94. The Board has recommended a final dividend of HK$1.08 per share.
Together with the interim dividend of HK$0.37 paid in mid 2003, total dividends
for the year amounted to HK$1.45 per share, an increase of 25.0 percent

Net Profit / Return on
Average Shareholders' Funds

HKE miffion Percentage
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Chairman’s Statement

Dividends per share /
Basic earnings per share

HKS
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I Dividends per share

[ ] Basic earnings per share

over 2002, if the special dividend of HK$0.66 per share paid last year was
excluded. The special dividend in 2002 reflected our desire to maximize
shareholders’ return in the low interest rate environment as well as our continual
efforts in managing capital efficiently. There will be no special dividend this
year as excess capital has been re-deployed on acquisition.

Return on average assets and average shareholders’ funds for the Group
stood at 1.27 percent and 13.3 percent respectively, while the capital adequacy
ratio and average liquidity ratio were at 15.7 percent and 49.0 percent
respectively.

During 2003, we have focused on diversifying revenue and containing cost.
We also strive to achieve growth in non-interest income to compensate for
the lack of domestic loan demand. We continue to recognize that efficient
use of capital is vital to increasing shareholder value and that economy of
scale is important to cost containment. Against this background, on 1st August,
2003, Wing Hang Bank entered into an agreement to acquire CFB as a wholly
owned subsidiary. With a solid credit history and a strong portfolio, CFB brings
greater scale and coverage to the Bank.

Integration progress has been smooth and swift. Both revenue and cost
synergies have begun to materialize. The Bank is confident that by July 2004,
pending the approval of the Merger BIill, integration will be completed, resulting
in a stronger and more substantial bank.

We will focus on unlocking value from the acquisition of CFB this vear.
Significant value will be created from synergies achieved through integrating
the two businesses. We have already capitalized on CFB's liquid balance
sheet for increased revenue opportunities. Cost economies will be achieved
by branch rationalization and centralizing back-office operations. Full revenue
synergy can be achieved in 2004 and full cost synergy is expected in 2005.
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Looking ahead, global economic prospects should brighten in 2004. The US
economic recovery will be sustained by accommodative monetary and fiscal
policies in the election year. The pace of growth in Mainland China will stay
brisk due to robust domestic and foreign demand. Locally, the trade-driven
recovery will gather pace with new trade and investment opportunities brought
about by CEPA. Moreover, there are signs that the deflationary spiral will end
as consumer price deflation subsides and property prices rebound. Closer
integration with the Mainland will also benefit neighboring Macau, where the
economy will continue its double-digit growth in 2004.

The banking environment should also improve in 2004, Asset quality will
improve in view of the declining value of residential mortgage loans in negative
equity and the sharp fall in bankruptcy petitions. Banks' loan bocks are expected
to grow in line with nominal GDP growth. Banks may also find new business
opportunities from important initiatives such as CEPA, the “individual visit”
scheme of Mainland visitars and the launch of the Renminbi business in
Hong Kong.

To capitalize on Hong Kong's closer integration with the Mainland, we will
gear ourselves up towards greater involvement in the China. We already have
an established foothold in the Pearl Delta Region and we are now following
our customers' expansion in other regions. In this regard, we plan to upgrade
our Shanghai representative office to a branch and cpen a representative
office in Beijing in 2004 to complement our branch in Shenzhen and
representative office in Guangzhou.

We will continue to expand our treasury activities and wealth management
services to broaden our fee income base. While pursuing this growth strategy,
we will maintain our prudent lending policy. We will step up our risk
management efforts in view of the forthcoming implementation of the new
Basel Capital Accord. With a recovering economy in Hong Kong and greater
opportunities available in the Mainland, we are optimistic about the
performance of the Bank in 2004.

| wish to take this opportunity to welcome our new colleagues from CFB.
With their added participation, | believe that we have laid the foundation for a
strong and growing bank for the future. | would also like to extend my gratitude
to my colleagues who have worked very hard during such difficult times. | am
indebted to the Board of directors for their continued support and counsel. |
am also grateful to our shareholders who have continued to extend to us their
trust and support.

Patrick Y B Fung
Chairman and Chief Executive

Hong Kong, 11th March, 2004
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For the year ended 31st
December, 2003, Wing Hang
Bank Group recorded a profit
of HK$863.9 million, compared
to HK$669.5 million in 2002.

AN VIN. VY W1 U'J\-IUL!UIIJV

Operating Results

recorded a profit of HK$863.9 million, compared to HK$669.5 million in
2002. Earnings per share increased by 29.0 percent to HK$2.94. Cash eamnings
per share increased by 30.7 percent to HK$2.99.

F or the year ended 31st December, 2003, Wing Hang Bank Group

Financial Review

Total advances to customers increased 35.4 percent to HK$46.61 billion.
Excluding CFB, total loan outstanding eased 1.4 percent to HK$33.92 billion
as the outbreak of SARS in the first half of the year dampened demand for
loans. The decrease was mainly due to the decrease in domestic loans to
individuals and corporates. Credit card receivables also declined due to the
tightening of lending policies and weaker consumer spending. This was
compensated by a marked increase in loans for use in China as well as in the
Bank's Macau operation. Residential mortgages showed an increase of 1.8
percent despite intense competition and a slow property market in the first
half.

Total deposits increased 54.6 percent to HK$77.48 billion. Excluding CFB,
total deposits increased by 9.9 percent to HK$55.04 billion, resulting from
the issuance of HK$1.23 billion in retail Certificates of Deposit during the year
and growth in foreign currency deposits. Successful promotions of current
and savings deposits also brought about growth of 52.4 percent and 63.9
percent respectively for these lower cost accounts.

Net interest income increased 7.2 percent to HK$1,578.0 million. Excluding
CFB, net interest income increased 1.3 percent to HK$1,491.6 million due to
an increase in treasury operations. Partially offsetting this increase was a
reduction in margin in mortgages.

Net interest margins decreased to 2.31 percent from 2.62 percent last year
due to a weak loan demand and after taking into account the lower margin at
CFB.

In view of the weak demand for loans, the Bank has focused its efforts on
broadening fee and commission income, which now accounts for 22.3 percent
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of the Group's operating income and increased by 24.1 percent from 2002,

Continued growth in wealth management services was helped by cross-selling

of our diversified investment products to CFB customers. Increases in foreign September 2003, the Bank
exchange trading income, insurance commissions and share brokerage have acquired CFB as a wholly

been partly offset by decreases in credit card commissions. owned subsidiary. A proven

integration infrastructure was
formed consisting of a central
integration office and over 20
teams to address all business,
support and control aspects of
integration planning and
execution.

The Bank has continued to pursue cost-containment efforts. Operating
expenses, however, increased 19.6 percent to HK$712.2 million, primarily
due to the acquisition of CFB and goodwill expenses. As a result, the cost-to-
income ratio rose from 32.4 percent in 2002 to 35.1 percent in 2003.

The level of non-performing loans stood at 2.98 percent of total loans at year
end compared to 2.68 percent last year and 3.35 percent at 30th june,
2003. Charges for bad and doubtful debts decreased by 30.5 percent to
HK$325.3 million, primarily due to an improvement in consumer lending. For
the year ended 31st December, 2003, charge-offs for credit cards stocd at
7.96 percent, partly reflecting the precautionary measures taken by the Bank.
In the fourth quarter of 2003, the annualized charge-offs ratio dropped to
5.20 percent.

Business Review

Integration and Merger Exercise

In September 2003, the Bank acquired CFB as a wholly owned subsidiary.
The Bank engaged Management Consultants A.T. Kearney to facilitate the
integration. A proven integration infrastructure was formed consisting of a
central integration office and.over 20 teams to address all business, support
and control aspects of integration planning and execution.

Integration progress has been smooth and swift. The bank has completed
the majority of the planning and alignment and established'an interim
Management Committee to ensure the convergence of strategies and
operations. Managers of CFB are being retained and incorporated into
the new management structure. Staffs are appropriately updated on
integration activities as communication is of vital importance. To assist
staff released from branch rationalization, the Human Resource Department
is conducting training need analysis and will help the affected staff to
acquire skills required for their new responsibilities within the Bank.
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Loan Composition

Trade Financing |

Non-domestic Loans

Loans io
Corporate

Commercial

HOS & PSPS* |

Residential-Individuals

Moans to Individuals

| Share Financing

Property Development
& Investment

* Home Ownership Scheme &
Private Sector Participation Scheme

32

2y ATEME

b P —
P |
'

/
Customer response has been positive with no apparent impact on accounts
and depasits. The Management is confident that by July 2004, pending
the approval of the Merger Bill, the two banks will be merged operationally
and legally.

As at the end of December 2003, the Group had a total of 2,263 employees
including CFB 647 persons, Wing Hang Bank 1,328 persons, Banco Weng
Hang 288 persons. The Group currently has 27 WHB branches and 14 CFB
branches in Hong Kong, 11 branches in Macau and 1 branch in Shenzhen.

Retail Banking

The Retail Banking operation recorded a 43.3 percent increase in profit before
taxation over 2002, mainly brought about by decrease in charge for bad and
doubtful debts and increased business from wealth management services.

Loans

The outbreak of SARS in the first half of 2003 further depressed the already
sluggish property market. Responding to this situation, Wing Hang widened
its market share by launching "One-stop 90% Mortgage Plans".

Property market sentiment improved markedly in the fourth quarter as strong
pick-up of sale activities in both the primary and secondary markets helped to
stabilize property prices. As a result, new residential mortgage lending increased
towards the end of the year.

For the Croup, residential mortgages, which accounted for 26.8 percent of
the loan portfolio, increased by 30.8 percent. Excluding CFB, the residential
mortgages showed an increase of 1.8 percent despite intense competition
and a slow property market in the first half.

The slow growth in residential mortgages in Hong Kong continued to be
compensated by increased activities in Mainland China, which saw residential
mortgage financing grow 67.9 percent during the year. We provide tailor-
made mortgage services and competitive pricing for Hong Kong residents in
the Pearl Delta Region and other major cities in China and became a leader in
this niche market.




Consumer Finance

On consumer finance, the Bank has continued to expand its personal loan activities
through Wing Hang Credit Limited with a series of tax and revolving credit products Foreign
including the “Wing Hang Tax Money" tax loan program with lowest interest rate Currency
guarantee. Other innovative programme included a “Half Interest Rate” refinancing
scheme. The company has also offered special initiatives to assist SARS affected
businesses as well as individuals who have contributed to the fight against the
disease. During the year, Wing Hang Credit's loan portfolio grew 24.0 percent.

Deposit Mix

A,

The Bank has also extended credit facilities to smail and medium enterprises
(SMEs), both in Hong Kong and those with operations in China, through Wing
Hang Finance Company Limited. The company has been developing its vehicle
and equipment financing business by taking advantage of the significant growth
of the manufacturing sector in the Pearl Delta region. During the year, the
company recorded a 5.0 percent growth in these loan assets.

Hong Kong Dollar

Although the Bank has slowed down the growth of its credit card business in gizgfi

view of rising personal bankruptcies and default rates in Hong Kong, it has .
. . . . Demand Deposit
continued to offer innovative programmes to attract customers with strong

credit standing. These include “The One Visa” card service in which customers

can enjoy cash rebates on retail purchases and transfer the whole or part of @ N
any new retail purchases in their latest credit card statement to an instaliment
basis over a period of five months.

2%

Due to the tightening of our credit approval criteria and a reduction in the
number of cardholders, receivables declined by 7.1 percent to HK$288.6
million if CFB was excluded. For the year ended 31st December, 2003,
charge-offs for credit cards stood at 7.96 percent, partly reflecting the
precautionary measures taken by the Bank. In the fourth quarter of 2003, the
annualized charge-off ratio dropped to 5.20 percent.

Time Deposit

Deposits

The deposits increased 54.6 percent to HK$77.48 billion. Excluding CFB, total
deposit increased by 9.9 percent to HK$55.04 billion, mainly due to increase
in deposits in foreign currencies and the issuance of Certificates of Deposit.
The Bank improved and widened its range of deposit services with “eDeposit”
service and "Currency-linked Deposit” to give customers maximum flexibility
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Review of Operations

Responding to rising demand
for wealth management
services in a low interest rate
environment, the Bank has
introduced high-yield savings
and investment alternatives for
its customers.

and returns. The Bank continued to see a gradual migration of more costly
time deposits to savings and current accounts. Successful promotions of current
and savings deposits also brought about growth of 52.4 percent and 63.9
percent respectively for these lower cost accounts. During the year, the Bank
issued HK$1.23 billion of retail Certificates of Deposit.

Wealth Management, Insurance and Share Brokerage
Responding to rising demand for wealth management services in a low interest
rate environment, the Bank has introduced high-yield savings and investment
alternatives for its customers. During the year, we offered an array of unit
trust funds, mini-bonds, retail callable CDs and equity-linked notes as well as
other investment services. Total unit trust funds and bonds sold through the
Bank exceeded HK$773.1 million.

In keeping with our efforts to boost customer loyalty, we have taken active
steps to continually improve the quality of our service. During the year, we
increased the number of customer service staff in our branches. Continued
on-the-job training has equipped employees to market new services and
products created to suit prevailing investment conditions.

Our ongoing service commitment is to offer a multi-channel one-stop solution
to meet the various financial needs of our growing customer base. There has
been a positive response to the Elite Banking concept. This service targets
customers with higher deposits and net assets, and offers them value-added
services, such as waiver of certain transaction fees, discounts on handling
charges for the subscription of bonds and tailor-made structured products.

Our retail structured certificates of deposit offering attractive interest rates
received overwhelming response, with all HK$1.23 billion issues fully subscribed
shortly after launch.

Wing Hang Insurance

The Wing Hang Insurance Agency, Brokers and the Wing Hang Zurich Insurance
Co. Ltd continue to achieve satisfactory performance in 2003. The MPF and
Life insurance products also achieved steady growth during the year. In Macau,
we have invested in the Luen Fung Hang Life Insurance Ltd. with members of
banks and insurance companies in order to further participate in the life and
pension business.

Wing Hang Share Brokerage

Wing Hang Share Brokerage, the Bank's share broking arm, recorded a significant
increase of 100.4 percent in share brokerage fee. Excluding CFB, the share
brokerage fee increased 81.0 percent due to successful share promotion
program. The company's IVR (Interactive Voice Response) share trading system
introduced during in 2002 was well received by customers.




Corporate Banking

The Corporate Banking operation recorded a 11.3 percent increase in profit
before taxation. During the year, the division recorded a 0.5 percent increase
in trade finance business despite the strong trade performance as our
customers continue to de-leverage their borrowings. The Bank continued to
participate actively in the government SME Loan Guarantee Scheme. We
introduced a variety of packages with preferential interest rates to assist SMEs
in improving their financial resources and enhance their productivity and
competitiveness.

There are increased lending opportunities in China where strong economic
performance and the implementation of CEPA continue to attract Hong Kong
investors. In May 2002, we received approval from the People’s Bank of
China to operate Renminbi business with foreign-funded enterprises and
foreigners in China as well as to extend foreign currency services to domestic
Chinese corporations operating in the Mainland. The ability to lend in Renminbi
enables us to broaden the scope of our banking activities in China and to
better serve its existing and potential customers.

The Bank intends to target its Hong Kong customers with new operations in
the Mainland. The Bank's Corporate Banking Division in Hong Kong, in
cooperation with our Shenzhen Branch, provides credit facilities to Hong Kong
manufacturers who have shifted their operations to China. It also offers project
financing for Hong Kong developers who are diversifying their investments
across the border. The Bank plans to upgrade its Shanghai representative
office to a branch in 2004 and open a representative office in Beijing to
complement its branch office in Shenzhen and representative office in
Guangzhou.

Treasury

The Bank's Treasury operation recorded a 27.7 percent increase in profit before
taxation as a result of the expansion of our treasury function to enhance yields
from our surplus funds. The encouraging results have been partly achieved by
investing excess liquidity of CFB in high grade investment bonds and debt
securities. The Bank continues to enhance and expand Treasury capabilities
to efficiently and prudently invest surplus funds.

Macau

In Macau, Banco Weng Hang has continued to out-perform. Profits increased
by 8.0 percent to 134.1 million Macau patacas, with steady growth in loans
and deposits of 6.4 percent and 11.0 percent respectively. Net interest income
increased slightly by 4.5 percent while fee income increased by 17.9 percent.

There are increased [ending

opportunities in China where
strong economic performance
and the implementation of
CEPA continue to attract Hong
Kong investors.
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Report of the Directors

The Directors have pleasure in presenting their report together with the audited accounts for the year ended 31st
December, 2003.

Principal Activities
The Bank and its subsidiaries are engaged in commercial banking and related financial services.

The analysis of the principal activities and geographical locations of operations of the Bank and its subsidiaries during
the year are set out in Note 31 to'the Accounts.

Results
The profit of the Group for the year ended 31st December, 2003 is set out on page 42. Particulars of dividends
which have been paid or which are recommended are set out in Note 8 to the Accounts.

Major Customers
The Directors believe that the Group's five largest customers accounted for less than 30% of the Group's total
iIncome.

Fixed Assets
Details of the movements in fixed assets of the Group and of the Bank during the year are set out in Note 21 to the
Accounts.

Capital and Reserves
Details of the movements in capital and reserves of the Group and of the Bank during the year are set out in Notes
27 and 28 to the Accounts.

Audit Committee
The Audit Committee of the Bank was formed in 1992. The Committee meets three times a year, and its composition
is shown on page 24.

The Audit Committee is answerable to the Board and the principal duties of the Committee include the review of the
Bank’s financial reporting and internal controls.

Director Nomination Committee
The Director Nomination Committee was formed in December 2002 consisting of three Independent Non-Executive
Directors namely Messrs Ambrose H C Lau, Cheng Hon Kwan and Simon K'Y Lee.

The Committee is responsible for reviewing and recommending to the Board all new appointment of Directors, Chief
Executive, Deputy Chief Executive and Ceneral Manager of the Bank.

Compensation Committee
The Compensation Committee was formed in 1995. The Committee meets once a year to evaluate and approve the
remuneration policy and package for the Chief Executive of the Bank. its composition is shown on page 24.

Charitable Donations
During the year the Group made donations for charitable purposes amounting to approximately HK$295,000. In
addition, the Group also provided services with associated costs of HK$76,000 to various charities in 2003.

Directors
The Directors of the Bank up to the date of the report are shown on page 24.



Mr Michael J Ranieri resigned as Director of the Bank, upon his repatriation to New York, on 12th November, 2003.

Mr Andrew M Gordon and Mr Tung Chee Chen were appointed as Directors of the Bank on 23rd October, 2003 and
15th January, 2004 respectively. Mr Gordon and Mr Tung will retire at the forthcoming Annual General Meeting and,
being eligible, offer themselves for re-election.

The Directors retiring by rotation in accordance with the Bank's Articles of Association are Messrs Patrick Y B Fung,
Simon K Y Lee and Ho Soo Ching. Messrs Patrick Y B Fung and Simon K Y Lee, being eligible, offer themselves for re-
election. In view of his business commitments, Mr Ho Soo Ching has given notice to retire from the Board at the
conclusion of the Annual General Meeting to be held on 22nd April, 2004.

The Board would wish to express its appreciation to Mr Michael J Ranieri and Mr Ho Soo Ching for their many
contributions during their years of service.

Independent Non-executive Directors’ Fees
Each of the independent Non-executive Directors of the Bank received HK$100,000 director's fee for the year ended
31st December, 2003.

Substantial Shareholders’ Interests

As at 31st December, 2003, save as mentioned under the section headed "Directors’ and Chief Executive’s Interests”,
the Substantial Shareholders of the Bank according to the Register of Substantial Shareholders' Interests and Short
Positions were as follows:

Name Number of shares
Aberdeen Asset Management Asia Limited 18,010,500
BNY International Financing Corporation (1) 73,800,000
(A wholly owned subsidiary of The Bank of New York Company, Inc.)
Po Ding Company Limited (2) 24,156,000
Tesse! Inc. (2) 10,639,200
The Capital Group Companies, Inc. 17,496,000
YKF Trustee Holding Inc. (2) 24,098,400

(1) On 30th January, 2004, BNY International Financing Corporation had reduced its shareholding in the Bank to
59,350,000 shares after a placement of 14,450,000 shares to the institutional investors.

(2) All shares are held through the corporations in which Messrs Patrick Y B Fung, Michael Y S Fung and Louis C W
Ho's spouse together with the other parties are eligible beneficiaries.

Pursuant to a shareholders’ agreement dated 22nd August, 1996, BNY International Financing Corporation, Messrs
Patrick Y B Fung and Michael Y S Fung, Po Ding Company Limited, YKF Trustee Holding Inc. and Majestic Investment
Company Limited agree to retain joint control over an aggregate of 37.5% of the share capital of the Bank. According
to Part XV of the Securities and Futures Ordinance ("SFQO"), the parties are, therefore, each deemed to be interested
in 110,167,688 shares of the Bank.

All the interests stated above represent long positions. As at 31st December, 2003, no short positions were recorded
in the Register of Substantial Shareholders’ Interests and Short Positions required to be kept under section 336 of the
SFO.
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Report of the Directors

Directors’ and Chief Executive’s Interests
As at 31st December, 2003, the Directors' and Chief Executive's Interests in the share capital of the Bank according
to the Register of Directors’ and Chief Executive’s Interests and Short Positions were as follows:

Numbers of Shares

Name Personal Family Other Total
Patrick Y B Fung 2,982,000 - 130,000 (1&3) 3,112,000
Frank J Wang - - 100,000 (1) 100,000
Michael Y S Fung 3,060,000 - 100,000 (1&3) 3,160,000
Louis CW Ho 124,000 60,000 100,000 (1) 284,000
Simon K'Y Lee - - 10,000 (2) 10,000
Ambrose H C Lau 71,500 - - 71,500
Ho Soo Ching 10,000 - - 10,000
Notes:

(1) The Board approved the granting of certain share options to Directors and Executives of the Bank, pursuant to the Share
Option Scheme adopted on 9th June, 1993, and the following Directors have accepted the following options:

No. of shares in Exercise Period Option price

Name options Date granted From To HKS
Patrick ¥ B Fung 50,000 10/03/2001 10/03/2002 9/03/2011 23.60
40,000 15/03/2002 15/03/2003 14/03/2012 26.30

40,000 14/03/2003 14/03/2004 13/03/2013 26.50

Frank J Wang 40,000 10/03/2001 10/03/2002 9/03/2011 2360
30,000 15/03/2002 15/03/2003 14/03/2012 26.30

30,000 14/03/2003 14/03/2004 13/03/2013 26.50

Michael ¥ S Fung 40,000 10/03/2001 10/03/2002 9/03/2011 23.60
30,000 15/03/2002 15/03/2003 14/03/2012 26.30

30,000 14/03/2003 14/03/2004 13/03/2013 26.50

Louis CW Ho 40,000 10/03/2001 10/03/2002 9/03/2011 23.60
30,000 15/03/2002 15/03/2003 14/0%/2012 26.30

30,000 14/03/2003 14/03/2004 13/03/2013 26.50

(2) Such shares were held through a corporation in which Mr Simon K Y Lee controlled more than one-third of the voting
power and were transferred in March 2002 to a family trust in which Mr Simon K Y Lee's spouse is an eligible beneficiary.

(3)All shares and options held by Messrs Patrick Y B Fung and Michael Y S Fung are parcel of the 110,167,688 shares of
the Bank under the shareholders’ agreement as mentioned in the section headed “Substantial Shareholders’ Interests”.

Save as disclosed, none of the Directors, the Chief Executive and their associates had any other beneficial interests in the
securities of the Bank or any of its asscciated corporations (within the meaning of Part XV of SFO) at 31st December, 2003.

All the interests stated above represent long positions. As at 31st December, 2003, no short positions were recorded in the
Register of Directors’ and Chief Executive’s Interests and Short Positions required to be kept under section 352 of the SFO.

Share Option Information

Pursuant to the approved Share Option Scheme, the directors are authorised, at their discretion, to invite certain
executives, to take up options to purchase ordinary shares in the Bank as incentive to them. The maximum number
of shares in respect of which options may be granted under the Share Option Scheme may not exceed 5% of the
issued share capital of the Bank as at the date of approval of the scheme. Prior to 1st September, 2001, the option
price was 80% of the average last dealt price on The Stock Exchange of Hong Kong Limited (“SEHK") on the five
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business days immediately preceding the date of offer of such options. After 1st Septernber, 2001, the option price
should be at least the higher of :

i) the closing price of the shares on the SEHK on the date of the grant, which must be a trading day, and
il) the average closing price of the shares on the SEHK for the five business days immediately preceding the date of
grant.

The options must be held for at least one year and can be exercised between the first and the tenth anniversaries of
the date of grant. The amount payable on acceptance of the share option was HK$1. The share option scheme was
terminated on 24th April, 2003 and replaced by a new share option scheme for a period of 10 years with amendments
which complied with Chapter 17 of the Listing Rules.

The maximum number of shares in respect of which options may be granted under the new Share Option Scheme
may not exceed 5% of the issued share capital of the Bank as at the date of approval of the scheme. At 31st
December, 2003, total number of ordinary shares available for issue under the new Share Option Scheme is
14,678,000 or 5% of the issued share capital of the Bank.

At 31st December, 2003, the directors and employees of the Bank had the following interest in option to purchase
for the shares of the Bank (market value per share at 3 1st December, 2003 is HK$46.20).
Weighted average

Market value closing price
per share per share
No. of No. of No. of at date at preceding
shares shares Date shares  Option of grant day before
31/12/2003 31/12/2002 granted exercised price  of options exercise date
HK$ HK$ HK$
Directors
Patrick Y B Fung - 30,000 10/03/1994 30,000 14.83 18.25 27.20
50,000 50,000 10/03/2001 - 2360 29.00 -
40,000 40,000 15/03/2002 - 2630 26.30 -
40,000 - 14/03/2003 - 2650 26.50 -
Frank J Wang 40,000 40,000 10/03/2001 - 2360 29.00 -
30,000 30,000 15/03/2002 - 2630 26.30 -
30,000 - 14/03/2003 - 2650 26.50 -
Michae!l Y S Fung - 24,000 10/03/1994 24,000 14.83 18.25 27.20
40,000 40,000 10/03/2001 - 2360 29.00 -
30,000 30,000 15/03/2002 - 2630 26.30 -
30,000 - 14/03/2003 - 2650 26.50 -
Louis CW Ho L. 24,000 10/03/1994 24000 14.83 18.25 27.20
40,000 40,000 10/03/2001 - 2360 29.00 -
30,000 30,000 15/03/2002 - 2630 26.30 -
30,000 - 14/03/2003 - 2650 26.50 -
Other Employees - 24,000 10/03/1994 24,000 14.83 18.25 27.20
90,000 210,000 10/03/2001 120,000 2360 29.00 34.20
60,000 160,000 15/03/2002 100,000 26.30 26.30 37.96
160,000 - 14/01/2003 - 2580 2570 -
740,000 772,000 322,000

The share options granted are not recognised in the accounts until they are exercised. The option price of share
options granted on 10th March, 1994 for HK$14.83 was after adjustment of one for five bonus issued in May 1997.
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The value per option granted on 14th January, 2003 and 14th March, 2003 are estimated at the dates of grant using
the Black-Scholes pricing model were HK$5.11 and HK$4.24 respectively. The assumption used are as follows:

Options granted on Options granted on
14th January, 2003 14th March, 2003
Risk-free interest rate (%) 465 4.40
Expected life (in years) 10.00 10.00
Volatility (%) 21.69 17.47
Expected dividend yield (%) 3.92 3.92

The Black-Scholes option pricing model was developed for use in estimating the fair value of traded options that have
no vesting restrictions and are fully transferable. In addition, such option pricing model requires input of highly subjective
assumptions, including the expected stock price volatility. Because the Bank's share options have characteristics
significantly different from those of traded options, and because changes in the subjective input assumptions can
materially affect the fair value estimate, the Black-Scholes option pricing model does not necessarily provide a reliable
measure of the fair value of the share option.

Directors’ Interests in Contracts
No contract of significance to which the Bank or any of its subsidiaries was a party and in which a Director of the Bank
had a material interest subsisted at the end of the year or at any time during the year.

Except for the above mentioned Share Option Scheme of the Bank, at no time during the year was the Bank or any of
its subsidiaries a party to any arrangements to enable the Directors of the Bank to acquire benefits by means of the
acquisition of shares in or debentures of the Bank or any other body corporate.

None of the Directors of the Bank has a service contract with the Bank.

Purchase, Sale or Redemption of Listed Securities
There were no purchases, sales or redemptions by the Bank or any of its subsidiaries, of the Bank's shares during the
year ended 31st December, 2003.

Compliance with the Code of Best Practice

The Bank has complied throughout the year with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules of The Stock Exchange of Hong Kong Limited, except that a specified term was not fixed for the appointment of
Non-executive Directors.

Compliance with the Module on “Financial Disclosure by Locally Incorporated Authorised Institutions”
The annual accounts comply fully with the module on the “Financial Disclosure by Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual issued by the Hong Kong Monetary Authority.

Auditors
The accounts have been audited by KPMG.

A resolution for the re-appointment of KPMG as auditors of the Bank is to be proposed at the forthcoming Annual
General Meeting.

On behalf of the Board

Patrick Y B Fung

Chairman and Chief Executive

Hong Kong, 11th March, 2004
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TO THE SHAREHOLDERS OF WING HANG BANK, LIMITED
{Incarporated in Hong Kong with limited liability)

We have audited the accounts on pages 42 to 103 which have been prepared in
accordance with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Hong Kong Companies Ordinance requires the directors to prepare accounts which
give a true and fair view. In preparing accounts which give a true and fair view it is
fundamental that appropriate accounting policies are selected and applied consistently,
that judgements and estimates are made which are prudent and reasonable and that
the reasons for any significant departure from applicable accounting standards are
stated.

It is our responsibility to form an independent opinion, based on our audit, on those
accounts and to report our opinion solely to you, as a body, in accordance with section
141 of the Hong Kong Companies Ordinance, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the contents
of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued
by the Hong Kong Society of Accountants. An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the accounts. [t also
includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the accounts, and of whether the accounting policies
are appropriate to the Bank's and Group's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance as to whether the accounts are free from material
misstatement. In forming our opinion we also evaluated the overall adequacy of the
presentation of information in the accounts. We believe that our audit provides a
reasonable basis for our opinion.

OPINION

In our opinion, the accounts give a true and fair view of the state of affairs of the
Bank and of the Group as at 31st December, 2003 and of the Group's profit and cash
flows for the year then ended and have been properly prepared in accordance with
the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants
Hong Kong, 11th March, 2004
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Consolidated Profit and Loss Account
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For the year ended 31st December, 2003
{Expressed in thousands of Hong Kong dollars)

fiEE

Notes

Interest income 4(a)
Interest expense

Net interest income
QOther operating income 4(b)

Operating income
Operating expenses 4(c)

Operating profit before provisions
Charge for bad and doubtful debts 17

Operating profit
Losses on revaluation of investment properties

and disposal of tangible fixed assets 5(a)
Profits on disposal of held-to-maturity and

non-trading securities 5(b)
Provisions made for held-to-maturity securities

Profit on ordinary activities
Share of net profits/(losses) in
associated companies

Profit before taxation
Taxation 6

Profit after taxation
{Profit)flosses attributable to minority interests

Profit attributable to the shareholders 7&28

Dividends attributable to the year:

Interim dividend paid during the year

Underprovision of final and special dividends
in respect of previous year

Final dividend proposed after the balance
sheet date

Special dividend proposed after
the balance sheet date

Earnings per share Al
Basic and diluted
Cash

Dividends per share
[nterim
Proposed final
Proposed special

The notes on pages 47 to 103 form part of these accounts

2003 2002
(E®])

(restated)

2,306,392 2,260,276
(728,419) (788,058}
1,577,973 1,472,218
453,493 365,413
2,031,466 1,837,631
(712,161) (595,502)
1,319,305 1,242,129
{325,287) (468,006)
994,018 774,123
(5,533) (15,169)
34,040 51317
(10,900) (21,028)
1,011,625 789,243
626 (7,847)
1,012,251 781,396
(147,603) (112,820)
864,648 668,576
(772) 895
863,876 669,471
108,665 108,580
148 25
317,283 231,832
- 193,683
426,096 534,120
HK$ HK$

2.94 2.28

2.99 2.28
0.37 0.37

1.08 0.79

- 0.66

1.45 1.82




Consolidated Balance Sheet
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As at 31st December, 2003
{Expressed in thousands of Hong Kong doliars)

ASSETS

Cash and short-term funds

Placements with banks and other financial
institutions maturing between one and
twelve months

Trade bills less provisions

Certificates of deposit held

Trading securities

Advances to customers and other accounts
less provisions

Held-to-maturity and non-trading securities

Investments in associated companies

Tangible fixed assets

Goodwill

Total assets

LIABILITIES

Deposits and balances of banks and other
financial institutions

Deposits from customers

Certificates of deposit issued

Other accounts and provisions

Total liabilities

CAPITAL RESOURCES
Share capital
Reserves

Shareholders' funds
Loan Capital
Minority interests

Total liabilities and capital resources

12

26 & 33
13
14 & 26
15

16(3)

18

20

21

2(e) & 22

26
23& 26
26
24

27
28

25&126

Patrick Y B Fung  Chairman and Chief Executive

Frank J Wang  Director and Deputy Chief Executive

Michael Y S Fung Director and General Manager

Louis C W Ho Director and Secretary

The notes on pages 47 to 103 form part of these accounts

2003 2002
(ER)

(restated)

18,402,805 12,363,052
1,542,981 852,511
595,895 317,297
129,972 406,370
546,064 259,423
47,108,427 34,481,422
17,582,264 7,072,587
143,514 56,924
1,729,617 1,308,751
955,133 1,454
88,736,672 57,119,791
407,403 422,060
72,138,422 45,302,367
4,931,139 4,377,832
2,031,625 658,808
79,508,589 50,761,067
293,781 293,459
6,393,100 6,044,280
6,686,881 6,337,739
2,522,910 -
18,292 20,985
88,736,672 57,113,791
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Balance Sheet
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As at 31st December, 2003
(Expressed in thousands of Hong Kong doilars)

ASSETS

Cash and short-term funds

Placements with banks and other financial
institutions maturing between one and
twelve months

Trade bills less provisions

Certificates of deposit held

Trading securities

Advances to customers and other accounts
less provisions

Amounts due from subsidiaries

Held-to-maturity and non-trading securities

Investments in subsidiaries

Investments in associated companies

Tangible fixed assets

Total assets

LIABILITIES

Deposits and balances of banks and other
financial institutions

Deposits from customers

Certificates of deposit issued

Other accounts and provisions

Amounts due to subsidiaries

Total liabilities

CAPITAL RESOURCES
Share capital
Reserves

Shareholders' funds

Total liabilities and capital resources

12

26
13
14 & 26
15

16(a)

18
19
20
21

26
23&26
26
24

27
28

Patrick Y B Fung  Chairman and Chief Executive

Frank J Wang Director and Deputy Chief Executive

Michael Y S Fung Director and General Manager

Louis C W Ho  Director and Secretary

The notes on pages 47 to 103 form part of these accounts

2003 2002
(EH)

(restated)

16,995,239 11,881,540
1,427,063 769,157
285,862 252,695
100,000 389,360
536,536 252,597
25,991,279 26,855,486
4,061,222 3,293,696
13,043,745 6,776,575
4,063,410 360,657
86,000 86,000
985,030 1,009,087
67,575,386 51,937,450
321,696 410,025
37,018,166 33,256,063
4,900,386 4,490,601
1,123,121 417,415
18,768,389 8,268,378
62,131,758 46,842,482
293,781 293,459
5,149,847 4,801,509
5,443,628 5,094,968
67,575,386 51,937,450




Consolidated Statement of Changes in Equity
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For the year ended 31st December, 2003
(Expressed in thousands of Hong Kong dollars)

Shareholders' funds as at 1 January
Change in accounting policy on deferred
taxation

As restated

Realisation on disposat of non-trading
securities
Unrealised gain on revaluation of
non-trading securities after
deferred tax charge
Deferred taxation (charged)/credited
to bank premise revaluation reserve
Deferred taxation charged to investment
property revaluation reserve
Exchange adjustments

Net gains not recognised in the profit and
loss account

Profit attributable to the shareholders
- as previously reported
- prior year adjustment in respect
of deferred taxation

- as restated
Dividends paid

Proceeds on shares issued under
share option scheme

Shareholders' funds as at 31 December

Bz

Notes 2003 2002
(BE®)

(restated)

6,356,301 6,032,011
3 (18,562) (7,642)
6,337,739 6,024,369

28 - 176
28 17,883 655
28 (4,156) 356
28 (39) -
28 (1,069) 23
12,619 1,210

863,876 680,747
- (11,276)

28 863,876 669,471
28 (534,328) (358,019}
6,975 708

6,686,881 6,337,739

The notes on pages 47 to 103 form part of these accounts
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Consolidated Casn Flow Statement
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For the year ended 31st December, 2003
(Expressed in thousands of Hong Kong dollars)

Note

Net cash inflow from operating activities 30 (a)

Investing activities
Purchase of held-to-maturity and
non-trading securities
Sale and redemption of held-to-maturity and
non-trading securities
Investment in a subsidiary 30(c)
Loan to associated companies
Purchase of tangible fixed assets

Sale of tangible fixed assets
Net cash outflow from investing activities

Financing
Issue of new subordinated notes
Issue of new shares under share option scheme
Ordinary dividends paid
Ordinary dividends paid to minority shareholder

of a subsidiary company
Net cash inflow/(outflow) from financing activities

Increase in cash and cash equivalents

Cash and cash equivalents at 1st January

Cash and cash equivalents at 31st December

Analysis of the balances of cash and 30 (b)

cash equivalents

Cash and balances with banks and other
financial institutions

Money at call and short notice

Treasury bills

Placements with banks and other financial
institutions maturing between one and

three months

The notes on pages 47 to 103 form part of these accounts

2003 2002
7,772,765 4,400,320
[17,603.049) (7,161,587)
7,384,514 4,958,616
7,303,544 -
795 (4,000)
(47,374) (105,248)
10,659 3,406
(2,950,911)  (2,308,813)
2,522,910 -
6,975 708
(534,328) (358,019}
(3,465) -
1,992,092 (357,311)
6,813,946 1,734,196
12,048,125 10,313,929
18,862,071 12,048,125
939,860 460,926
15,750,952 11,049,610
1,079,837 247,218
1,091,422 290,371
18,862,071 12,048,125




Notes to the Accounts
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For the year ended 31st December, 2003
(Expressed in thousands of Hong Kong dollars)

1.

PRINCIPAL ACTIVITIES _
The Bank and its subsidiaries are engaged in commercial banking and related financial

services.

PRINCIPAL ACCOUNTING POLICIES

(a)

(b)

(c)

Statement of compliance

The accounts have been prepared in accordance with all applicable Statements
of Standard Accounting Practice (“SSAP") and Interpretations issued by the Hong
Kong Society of Accountants ("HKSA"), accounting principles generally accepted
in Hong Kong and the requirements of the Hong Kong Companies Ordinance.
These accounts also comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
and the module on “Financial Disclosure by Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual issued by the Hong Kong
Monetary Authority. A summary of the significant accounting policies adopted
by the Group is set out below.

Basis of preparation of the accounts

The measurement basis used in the preparation of the accounts is historical cost
modified by the revaluation of certain properties and the marking to market of
certain investment in securities and off-balance sheet financial instruments as
explained in the accounting policies set out below.

Investments in subsidiaries and controlled enterprises

A subsidiary, in accordance with the Hong Kong Companies Ordinance, is a
company in which the Group, directly or indirectly, holds more than half of the
issued share capital, or controls more than half of the voting power, or controls
the composition of the Board of Directors. Subsidiaries are considered to be
controlled if the Bank has the power, directly or indirectly, to govern the financial
and operating policies, so as to obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated into the consolidated
accounts, unless it is acquired and held exclusively with a view to subseguent
disposal in the near future or operates under severe long-term restrictions which
significantly impair its ability to transfer funds to the Group, in which case, it is
stated in the consolidated balance sheet at fair value with changes in fair value
recognised in the investment revaluation reserve as they arise. The results of
subsidiaries acquired during the year are included in the consolidated profit and
loss account from the date of their acquisition.
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Notes to the Accounts

2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
{c} Investments in subsidiaries and controlled enterprises (continued)
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Intra-group balances and transactions, and any unrealised profits arising from
intra-group transactions, are eliminated in full in preparing the consolidated
accounts. Unrealised losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains, but only to the extent that there is no
evidence of impairment.

In the Bank's balance sheet, an investment in a subsidiary is stated at cost less
any impairment losses {note 2(0)), unless it is acquired and held exclusively with
a view to subsequent disposal in the near future or operates under severe long-
term restrictions which significantly impair its ability to transfer funds to the
Bank, in which case, it is stated at fair value with changes in fair value recognised
in the investment revaluation reserve as they arise.

(d) Associated companies

An associated company is an entity in which the Group or Bank has significant
influence, over its management, including participation in the financial and

operating policy decisions.

An investment in an associated company is accounted for in the consolidated
accounts under the equity method and is initially recorded at cost and adjusted
thereafter for the post acquisition change in the Group's share of the associated
company's net assets, unless it is acquired and held exclusively with a view to
subsequent disposal in the near future or operates under severe long-term
restrictions that significantly impair its ability to transfer funds to the Bank, in
which case it is stated at fair value with changes in fair value recognised in the
investment revaluation reserve as they arise. The consolidated profit and loss
account reflects the Group's share of the post-acquisition results of the associated
companies for the year, including any amortisation of positive or negative goodwill
charged or credited during the year in accordance with note 2(e).

Unrealised profits and losses resulting from transactions between the Group and
its associated companies are eliminated to the extent of the Group's interest in
the associated company, except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they are recognised immediately
in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES {CONTINUED)
(d) Associated companies (continued)

(e)

(M

In the Bank's balance sheet, its investments in associated companies are stated
at cost less impairment losses (note 2(0)), unless it is acquired and held exclusively
with a view to subsequent disposal in the near future or operates under severe
long-term restrictions that significantly impair its ability to transfer funds to the
Bank, in which case, it is stated at fair value with changes in fair value recognised
in the investment revaluation reserve as they arise.

Goodwill

Positive goodwill arising on consolidation represents the excess of the cost of
the acquisition over the Group's share of the fair value of the identifiable assets
and liabilities acquired. Positive goodwill is amortised to the consolidated profit
and loss account on a straight-line basis over not more than 20 years. In respect
of controlled subsidiaries, positive goodwill is stated in the consolidated balance
sheet at cost less any accumulated amortisation and any impairment losses (note
2(0)). In respect of acquisition of associated companies, the cost of positive
goodwill less any accumulated amortisation and any impairment losses (note
2(0)) is included in the carrying amount of the investments in associated
companies.

On disposal of a controlled subsidiary or an associated company during the year,
any attributable amount of purchased goodwill not previously amortised through
the consolidated profit and loss account is included in the calculation of the
profit or loss on disposal.

Advances and doubtful debts

()  Advances to customers are measured at the cash consideration at the time
of drawdown and are stated in the balance sheet after deducting provisions
for estimated losses subsequently.

(i) Amounts have been set aside as general provisions for doubtful debts, and
in addition, specific provisions are made for non-performing loans following
guidelines established by the Directors. When there is no longer any realistic
prospect of recovery, the outstanding debt is written off.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

f

(9)

(h)

Advances and doubtful debts (continued)

(iii) All loans which are over 90 days past due, and which are not fully
collateralised, are automatically classified as non-performing. Interest
accrued on non-performing loans is not taken as income but credited to a
suspense account, which is netted in the balance sheet against the
appropriate balance sheet headings.

(iv) Repossessed assets continue to be treated as securities for loans and
advances. Provision has been made on the shortfall between the carrying
amount of the loans and advances and the expected net sales proceeds
from realisation of the repossessed assets.

Interest and fees

Interest income and expense are accrued on a time-apportioned basis on the
principal outstanding and at the rate applicable except in the case of interest on
non-performing loans (note 2(f)(iii}). Interest income from dated debt securities
intended to be held to maturity is recognised as it accrues, as adjusted by the
amortisation of the premium or discount on acquisition, so as to achieve a constant
rate of return over the period from the date of purchase to the date of maturity.
Fee income and expense are recognised when earned or incurred, except where
the fee is charged to cover the costs of a continuing service to, or risk borne for,
the customer, or is interest in nature. In these cases, the fee is recognised on an
appropriate basis over the relevant period.

Dividend income from unlisted investments is recognised when the shareholder's
right to receive payment is established. Dividend income from listed investments
is recognised when the share price of the investment goes ex-dividend.

Income tax

Income tax for the year comprises current tax and movements in deferred tax
assets and liabilities. Current tax and movements in deferred tax assets and
{iabilities are recognised in the profit and loss account except to the extent that
they relate to items recognised directly in reserves, in which case they are
recognised in reserves.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(h) Income tax (continued)

()

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences between the carrying amounts of assets and liabilities for financial
reporting purpose and the tax bases respectively. Deferred tax assets also arise
from unused tax losses and unused tax credits.

Deferred tax liabilities are generally récognised for all taxable temporary
differences. Deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available, against which deductible temporary
differences can be utilised.

Deferred tax is calculated at the tax rates that are expected to apply in the year
when the liability is settled or the asset is realised. Deferred tax assets and liabilities
are not discounted. The carrying amount of deferred tax assetsfliabilities is
reviewed at each balance sheet date and is reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow the related
tax benefit to be utilised.

Current tax balances and deferred tax balances, and movements therein, are
presented separately from each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax assets against deferred tax
liabilities if, and only if, the Bank or the Group has the legally enforceable right
to set off current tax assets against current tax liabilities. The principle of offsetting
usually applies to income tax levied by the same tax authority on the same
taxable entity.

Translation of foreign currencies

Foreign currency transactions during the year are translated into Hong Kong
dollars at the exchange rates ruling at the transaction dates. Monetary assets
and liabilities denominated in foreign currencies are translated into Hong Kong
dollars at the exchange rates ruling at the balance sheet date. Exchange gains
and losses are dealt with in the profit and loss account.

The accounts of overseas branches and subsidiaries are translated into Hong
Kong doliars at the average exchange rates for the year; balance sheet items are
translated into Hong Kong dollars at the rates of exchanges ruling at the balance
sheet date. The resulting exchange differences are dealt with as movements in

reserves.
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2. PRINCIPAL ACCOUNTING POLICIES [CONTINUED)
(i) Tangible fixed assets and depreciation

(i)

(iii)

(iv)

In preparing these accounts, advantage has been taken of the transitional
provisions set out in paragraph 80 of SSAP 17 "Property, Plant and
Equipment” issued by the HKSA, with the effect that bank premises have
not been revalued to fair value at the balance sheet date.

Equipment, comprising furniture, plant and other equipment, is stated at
cost less depreciation cafculated on a straight-line basis to write off the
assets over their estimated useful lives, which are generally between 3 to
10 years.

No amortisation is provided on freehold land. Leasehold land is amortised
in equal annual instalments over the remaining term of the lease. Buildings
are amortised by equal instalments over the estimated useful lives which in
no case exceed 50 years.

Investment properties are stated in the balance sheet at their open market
values which are assessed annually by professional qualified valuers. Any
surplus or deficit arising on revaluation is treated first as a movement in
the investment property revaluation reserve and, to the extent that
accumulated deficits exceed surpluses, subsequently as a charge to the profit
and loss account.

(k) Investments in securities

(0)

Dated debt securities that the Group and/or the Bank have the ability and
intention to hold to maturity are classified as held-to-maturity securities.
Held-to-maturity securities are stated in the balance sheet at amortised

cost less any provisions for diminution in value,

The carrying amounts of held-to-maturity securities are reviewed as at the
balance sheet date in order to assess the credit risk and whether the carrying
amounts are expected to be recovered. Provisions are made when carrying
amounts are not expected to be recovered and are recognised as an expense
in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(k) Investments in securities {continued)

(i) Trading securities are stated in the balance sheet at fair value. Changes in
fair value are recognised in the profit and loss account as they arise.

(iii) Non-trading securities are stated in the balance sheet at fair value. Changes
in the fair value are recognised in the investment revaluation reserve until
the security is sold, collected, or otherwise disposed of, or until there is
objective evidence that the security is impaired, at which time the relevant
cumulative gain or loss is transferred from the investment revaluation reserve
to the profit and loss account.

(iv) Transfers from the investment revaluation reserve to the profit and loss
account as a result of impairments are reversed when the circumstances
and events that led to the impairment cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the
foreseeable future.

{v) Profits or losses on disposal of investments in securities are accounted for
in the profit and loss account as they arise. In the case of non-trading
securities, the profit or loss includes any amount previously held in the
investment revaluation reserve in respect of that security.

(1) Finance and operating leases

Leases under which substantially all the risks and benefits of ownership are
transferred to the lessees are classified as finance leases. Where the Group is a
lessor under finance leases, an amount representing the net investment in the
lease is included in the balance sheet as "Advances to customers". Finance income
implicit in the lease payment is recognised as "Interest income" over the period
of the feases in proportion to the funds invested. Hire purchase contracts having
the characteristics of finance leases are accounted for in the same manner as
finance leases.

Other leases are classified as operating leases. Where the Group is a lessor under
operating leases, the leased assets are included in "Tangible fixed assets". Rentals
receivable under operating leases are recognised as "Other operating income” in
equal instaliments over the accounting period covered by the lease term.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(m) Off-balance sheet financial instruments

(n)

Off-balance sheet financial instruments arise from forward, swap and option
transactions undertaken in the foreign exchange, interest rate and equity markets.
The method of accounting for these instruments is dependent upon whether the
transactions are undertaken for dealing purposes, to hedge risk, or as part of the
management of asset and liability portfolios.

Derivatives carried in dealing portfolios are marked-to-market, and gains and
losses are included in dealing profits or losses.

Derivatives used in balance sheet management to hedge open positions for specific
assets or liabilities, are accounted for on an accruals basis, consistent with the
underlying cash assets and liabilities held in these portfolios.

To qualify as a hedge, a derivative must be effective in reducing the price or
interest rate risk of the asset or liability to which it is linked and be designated as
a hedge at the inception of the derivative contract.

fnterest rate swap transactions undertaken as part of the management of asset
and liability portfolios are separately identified and interest income or expense
arising therefrom is netted off against the related interest income or expense on
the on-balance sheet items which these transactions are hedging.

Any gain or loss on termination of hedging derivatives is deferred and amortised
to the profit and loss account over the ariginal life of the terminated contract.
Where the underlying asset, liability or position is sold or terminated, the hedging
derivative is immediately marked to market through the profit and loss account.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the
Bank or Group has a legal or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made. Where the time value
of money is material, provisions are stated at the present value of the expenditure
expected to settle the obligation.
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(n) Provisions and contingent liabilities (continued)

Where it is not probable that an outflow of economic benefits will be required,
or the amount cannot be estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence wilt only be confirmed by the
occurrence or non-occurrence of one or more future events, are also disclosed as
contingent liabilities unless the probability of outflow of economic benefits is
remote.

(o) Impairment of assets

At each balance sheet date, if internal and external sources of information indicate
that any property (other than investment properties), plant and equipment,
investments (other than those accounted for as "trading securities” under Note
2(k)(i))) or goodwiil is impaired, the asset's recoverable amount is estimated, and
an impairment loss is recognised in the profit and loss account whenever the
carrying amount of an asset exceeds its recoverable amount.

The recoverable amount of an asset is the greater of its net selling price and
value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects
current market assessments of time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows largely independent of
those from other assets, the recoverable amount is determined for the smallest
group of assets that generates cash inflows independently (i.e. a cash-generating
unit.)

In respect of assets other than goodwill, an impairment loss is reversed if there
has been a change in the estimates used to determine the recoverable amount.
An impairment loss in respect of goodwill is reversed only if the loss was caused
by a specific external event of an exceptional nature that is not expected to
recur, and the increase in recoverable amount relates clearly to the reversal of
the effect of that specific event.

A reversal of impairment losses is limited to the asset's carrying amount that
would have been determined had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited to the profit and loss account
in the year in which the reversals are recognised.
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2. PRINCIPAL ACCOUNTING POLICIES {(CONTINUED)

()]

(q)

(r)

Related parties

Parties are considered to be related to the Group if the Group has the ability,
directly or indirectly, to contro! the party or exercise significant influence over
the party in making financial and operating decisions, or vice versa, or where the
Group and the party are subject to common control or common significant
influence. Related parties may be individuals or entities.

Segment reporting

A segment is a distinguishable component of the Group that is engaged either in
providing products or services (business segment), or in providing products or
services within a particular economic environment (geographical segment), which
is subject to risks and rewards that are different from those of other segments.

The Group has chosen business segment information as the primary reporting
format and geographical segment information as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include items directly
attributable to a segment as well as those that can be allocated on a reasonable
basis to that segment. Segment revenue, expenses, assets and liabilities are
determined before intra-group balances and intra-group transactions are
eliminated as part of the consolidation process, except to the extent that such
intra-group balances and transactions are between Group enterprises within a
single segment. Inter-segment pricing is based on similar terms as those available
to other external parties.

Segment capital expenditure is the total cost incurred during the year to acquire
segment assets (both tangible and intangible] that are expected to be used for
more than one year.

Cash equivalents

Cash and cash equivalents comprise cash and balances with banks and other
financial institutions, and short-term, highly liquid inter-bank placements and
investments that are readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having been within three
months of maturity at acquisition. Balances of banks and other financial
institutions that are repayable on demand and form an integral part of the Group's
cash management are also included as a component of cash and cash equivalents
for the purpose of the cash flow statement.
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2. PRINCIPAL ACCOUNTING POLICIES {CONTINUED)
(s) Employee benefits
(i) Salaries, annual bonuses, paid annual leave and the cost to the Group of
non-monetary benefits are accrued in the year in which the associated
services are rendered by employees of the Group.

(i) Contributions to Mandatory Provident Funds as required under the Hong
Kong Mandatory Provident Funds Scheme Ordinance are recognised as an
expense in the profit and loss account when incurred.

(ili) When the Group grants employees options to acquire shares of the Bank,
the considerations received are recognised as other accounts and provisions
at the date of grant. When the options are exercised, shareholders’ fund is
increased by the amount of the proceeds and consideration received.

(t) Subordinated notes issued
Subordinated notes issued are included in the balance sheet at the value of the
net proceeds received upon issue.

Interest on subordinated notes issued is charged to profit and loss account at
the coupon rate adjusted for the amortisation of any premium or discount arising
on issue so as to achieve a constant rate of charge over the period from the date
of issue to the date of redemption.

When notes issued are repurchased or settled before maturity, any difference
between the amount repaid and the carrying amount is recognised immediately

in the profit and loss account.

3. ADOPTION OF REVISED SSAP

With effect from 1 January 2003, the Group adopted the SSAP 12 (revised) “Income
Taxes". In prior years, the accounting standard required that deferred tax liabilities
were provided using the liability method in respect of the taxation effect arising from
all material timing differences between the accounting and tax treatment of income
and expenditure, which were expected with reasonably probability to crystallise in
the foreseeable future. Deferred tax assets were not recognised unless their realisation
was assured beyond reasonable doubt.
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3. ADOPTION OF REVISED SSAP (CONTINUED)

Under the new accounting policy, profits tax for the period comprises current and
deferred tax. Deferred tax assets and liabilities arise from deductible and taxable
temporary differences between the carrying amount of assets and liabilities for financial
reporting purposes and the tax bases. Deferred tax assets also arise from unused tax
credits. All deferred tax liabilities and all deferred tax assets are recognised, to the
extent that it is probable that future taxable profits will be available against which
the asset can be utilised, except on the initial recognition of assets or liabilities that
affect neither accounting nor taxable profit.

The changes have been applied retrospectively, resulting in prior period adjustments
with the opening balance of shareholders' funds as at 1st January 2002 and 1st
January 2003 decreasing by HK$7,642,000 and HK$18,562,000 respectively. The
comparative figure in respect of deferred taxation charged to profit and loss account
for the year 2002 has been restated by an additional charge of HK$11,276,000.

OPERATING PROFIT

(a) Interest Income
The amount included interest income on debt securities of MK$342,712,000 (2002:
HK$237,334,000).

(6) Other operating income

2003 2002
Fees and commissions

Credit commission and fees 65,062 70,536
Credit card related fees 56,479 59,647
Trade related fees 62,261 55,927
Stockbroking fees 52,178 25,699
Other fees and commission income 142,946 102,898
Less : fees and commission paid (27,700) (21,663)
351,226 293,044
Gains arising from dealing in foreign currencies " 85,831 60,554

Losses on securities and other dealing
activities (3.552) (5,904)
Dividend income from unlisted investments 2,798 3,777
Dividend income from listed investments 544 314
Others 16,646 13,628
453,493 365,413




4 BERI (B 4. OPERATING PROFIT (CONTINUED)

() FREH (c) Operating expenses
2003 2002
BERAE Staff costs

EeREMEERAE Salaries and other staff costs 416,538 364,248
RANERI A (M i3s) Retirement benefit costs (Note 35) 32,625 30,432
449,163 394,680

THREEILRIATE Premises and equipment expenses, excluding
depreciation 68,435 62,540
18 (B 310) Depreciation (Note 31(a)) 67,420 50,118
LEMER Auditors’ remuneration 2,451 2,157
BEEHEWER Amortisation of goodwill {Note 22) 12,661 581
At Others 112,031 85,426
712,161 595,502

5 () BRRAGREHBERERE 5. (a) Losses on revaluation of investment properties and disposal of

REZEH tangible fixed assets
BEECEEERREDEZER The amount included an unrealised loss on revaluation of investment properties
ERBEEB 4024000 (ZF of HK$4,024,000 (unrealised loss in 2002: HK$14,400,000).

FoFEZAEBREHE A%
14,400,0007T) °

() HEREEEHHERERHN (b) Profits on disposal of held-to-maturity and non-trading securities
HEREAER%ZEF
2003 2002
HEREEIHABE24H7 Profit on disposal of held-to-maturity securities 5,860 31,922
HRREZHHNEEE2EH Profit on transfer of held-to-maturity securities 17.822 -
HEFBERBERRER RN - Profit on disposal of non-trading securities 10,358 19,395
34,040 51,317
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6. TAXATION
{a) Taxation in the consolidated profit and loss account represents:
2003 2002
(BF)
(restated)
Current tax- Provision for Hong Kong profits tax
Tax for the year 141,237 88,872
Overprovision in respect of prior year (8.432) (17.170)
132,805 71,702
Current tax- Overseas
Tax for the year 32,746 30,401
Under/(over)-provision in respect of
prior year 149 (559)
32,895 29,842
Deferred taxation
Origination and reversal of temporary
differences (4.912) 11,276
Effect of increase in tax rate on deferred
tax balances at 1 January (2,753) -
(7.665) 11,276
Share of associates’ taxation
Current tax 363 -
Deferred taxation (10,795) -
(10,432) -
147,603 112,820

The provision for Hong Kong profits tax is calculated at 17.5% (2002: 16%) of the
estimated assessable profits for the year ended 31st December 2003. Overseas taxation
is provided at the appropriate current rates of taxation ruling in the countries in
which the relevant units of the Group operate.
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6. TAXATION (CONTINUED)

(b) Reconciliation between tax expenses and accounting profit at

applicable tax rates:

2003 2002
(BH)
(restated)
% %
Profit before tax 1,012,251 100 781,396 100
Notional tax on profit
before tax, calculated
at the rates applicable
to profits in the .
countries concerned 231,505 22.86 140,473 17.98
Tax effect of non-
deductible expenses 7,299 0.72 7,275 0.93
Tax effect of non-taxable
revenue (80,165) (7.92) (17,199) (2.20)
Effect on opening
deferred tax balances
resulting from an
increase in tax rate
during the year (2,753) (0.27) - -
Over-provision in
prior years (8.283) (0.81) (17,729) (2.27)
147,603 14.58 112,820 14.44

(c) Tax recoverable and provision in the balance sheets are as follows:

XFRITEE KFRIT
The Group The Bank
2003 2002 2003 2002
(B%) (E%)
(restated) (restated)
Included in "Advances to
customers and other
accounts less provisions”:
Current tax recoverable 11,604 6,997 - 2,341
Deferred tax assets 17,868 11,598 3,202 -
29,472 18,595 3,202 2,341
Included in "Other
accounts and provisions":
Current tax payable
(Note 24) 70,442 30,066 27,552 3,161
Deferred tax liabilities
(Note 24) 49,024 30,160 36,959 28,996
119,466 60,226 64,511 32,157

All current tax recoverable and payable are expected to be settled within 1 year.
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6. TAXATION (CONTINUED)

(d) Deferred tax assets and liabilities recognised
The components of deferred tax (assets)/liabilities recognised in the consolidated

balance sheet and the movements during the year are as follows:

At 15t January, 2003
- as previously reported
- prior period adjustments

- as restated

Through acquisition of subsidiaries

Charged/(credited) to consolidated
profit and loss account

Chargedcredited) to reserves

At 315t December, 2003

At 1st January, 2003
- as previously reported
- prior period adjustments

- as restated

Chargedf(credited) to consolidated
profit and loss account
Chargedf(credited) to reserves

At 315t December, 2003

XFETEE
The Group 2003
ikl gt REE
FRfEN REEE -HBE
TERHE REEH  Genenl
Depreciation  ERWE Revaluation  provision
allowancesin Revaluation of for bad and
excess of related of ron-traging  doubtful BIEEE ait
depreciation properties  securities debts  Taxlosses Total
1142 41927 - (473:9)  (378) 18562
21,142 41977 - (47329) (3178) 18562
(1.250) 35343 - (o) - 13,322
(1,115) - - (6,598) 48 (7,665)
- 4,195 2,742 - - 6,937
18,777 87,465 2742 (74698)  (3,130) 31,156
XFHf
The Bank 2003
RRREY
FEGHR Bt RER
Depreciation REEE —MBE
allowances RiEES General
inexcess EfE¥%E  Revaluation provision
of refated  Revaluation of non-trading  for bad and CHI
depreciation  of properties securities  doubtful debts Total
18,760 47909 - {31.673) 28,996
18,760 47,909 - (37673} 28996
811 - - 2n4) (1,303)
- 4174 1890 - 6,064
19,571 52,083 1890 (39.787) 33787
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6. TAXATION {CONTINUED)
(d) Deferred tax assets and liabilities recognised (continued)

KTRIEE
The Group 2002
(B5)
{restated)
B Eiffinfe  R5E
REREY BERE —MEE
nERHE £%  Genenl
Depreciation  EfA%)% Revaluation  provision
allowances in Revaluation of forbad and
excess of related of non-trading  doubtful  ERFEEE At
depreciation  properties  securities debts  Taxlosses Total
At 15t January, 2002
- as previously reported - - - - - -
- prior period adjustments 19962 48,283 - (I3} 28%0) 7642
- 35 restated 19962 48,283 - [7713) (28%0) 7642
Charged/[credited) to consolidated
profit and loss account 1,180 - - 10,384 (288) 11276
Charged(credited) to reserves - (356) - - - (356)
At 315t December, 2002 21142 41977 - W3m) (Ba7e) 18562
KFH
The Bank 2002
(BR)
{restated)
EBinEN Bl
FELRR EERR REE
Depreciation 8% —%ER
alowancesin  ERETE  Revaluation of General provision
wxcess of related  Revaluation of  non-trading  for bad and &
depreciation properties securities  doubtful debts Total
At 1st January, 2002
- as previously reported - - - - -
- prior period adjustments 17891 48,200 - (49715) 16,376
- a5 restated 17,891 48,200 - (49,715) 16376
Chargedf(credited) to consolidated
profit and loss account 869 - - 12,042 1291
Charged|(credited) to reserves - (291) - - (91)
At 31st December, 2002 18,760 47909 - (37673) 28,396
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7. PROFIT ATTRIBUTABLE TO THE SHAREHOLDERS

The profit attributable to the shareholders includes an amount of HK$866,964,000
(2002 (restated): HK$542,567,000) which has been dealt with in the accounts of the

Bank.

8. DIVIDENDS
(a) Dividends attributable to the year

Interim dividend declared and paid of
HK$0.37 (2002: HK$0.37) per share
on 293,690,500 (2002: 293,458,500}
shares

Underprovision of final and special dividends
in respect of the previous year

Final dividend proposed after the
balance sheet date of HK$1.08
(2002: HK$0.79) per share
on 293,780,500
(2002: 293,458,500) shares

Special dividend proposed after the
balance sheet date of Nil
(2002: HK$0.66) per share on
293,780,500 (2002: 293,458,500) shares

2003 2002
108,665 108,580
148 25
317,283 231,832
- 193,683
426,096 534,120

The final and special dividends proposed after the balance sheet date have not

been recognised as a liability at the balance sheet date.

(b) Dividends attributable to the previous year, approved and paid

during the year

Final dividend in respect of the previous year,
approved and paid during the year, of HK$0.79
(2002: HK$0.85) per share on 293,560,500
(2002: 293,458,500) shares

Special dividend in respect of the previous year,
approved and paid during the year, of HK$0.66
(2002: Nil) per share on 293,560,500
(2002: 293,458,500) shares

2003 2002
231,913 249,439
193,750 -
425,663 249,439




9. DIRECTORS' EMOLUMENTS
Directors’ emoluments disclosed pursuant to section 161 of the Hong Kong Companies

9, EEHE
EREERNFGIOTMNBRZE
EMERIMT

Ordinance are as follows:

2003 2002

BITESHRS Executives' fees 582 573
FHMITEENS Non-executives' fees 700 700
EeRhEtBe Salaries and other emoluments 10,202 10,201
BREER Pension contributions 975 975
Ll Performance bonuses 6,700 1,545
19,159 13,994

BRI CESFHMES  BTE
EUERRKE HECIRESR
CREEZAWAREARA -

In addition to the above remunerations, Executive Directors were granted share options
under the Bank's Share Option Scheme. The details of these benefits in kind are disclosed
under “Share Option Information” in the Report of the Directors.

BEEHEARTHERGER The emoluments of the directors are within the following bands:

2003 2002
EZAH  EBAX

Number of Number of

Directors Directors

Pty — 71,000,000 HK$ 0 - HK$1,000,000 7 7
& #2,000,001 — 7 #2,500,000 HK$2,000,001 - HK$2,500,000 1 2
7% #2,500,001 — 7 % 3,000,000 HK$2,500,001 - HK$3,000,000 - 1
75 #3,500,001 — 7% 4,000,000 HK$3,500,001 - HK$4,000,000 1 -
% 4,000,001 — 75 4,500,000 HK$4,000,001 - HK$4,500,000 1 -
% #6,000,001 — % 6,500,000 HK$6,000,001 - HK$6,500,000 - 1
7% ¥ 8,000,001 — 78 # 8,500,000 HK$8,000,001 - HK$8,500,000 1 -
11 1"
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10.EXECUTIVES' EMOLUMENTS

11

The five highest paid individuals included three (2002: four) directars, details of whose
emoluments are set out in Note 9 above. The emoluments of the remaining two
individuals (2002: one) are as follows:

2003 2002
Salaries and other emoluments 2,768 1,568
Pension contributions 330 180
Performance bonuses 1,450 200
4,548 1,948

The emoluments of the executive are within the following band:
2003 2002
THAE TERAE
AE A
Number of Number of
Executives Executives
HK$ 1,500,001- HK$ 2,000,000 - 1
HK$ 2,000,001~ HK$ 2,500,000 2 -
2 1

.EARNINGS PER SHARE

The calculation of basic earnings per share is based on profit attributable to the
shareholders of HK$863,876,000 (2002(restated): HK$669,471,000) and on the
weighted average number of 293,606,538 (2002: 293,452,007) ordinary shares in
issue during the year.

The calculation of diluted earnings per share is based on profit attributable to the
shareholders of HK$863,876,000 (2002 (restated): HK$669,471,000) and on the
weighted average number of 293,772,317 (2002: 293,524,778) ordinary shares in
issue during the year after adjustment for the effects of all dilutive potential ordinary
shares of 165,779 (2002: 72,771).

The calculation of cash earnings per share is based on profit attributable to the
shareholders of HK$876,537,000 (2002(restated): HK$670,052,000) adjusted for
goodwill amortised of HK$12,661,000 (2002 : HK$581,000) and on the weighted
average number of 293,606,538 (2002: 293,452,007) ordinary shares in issue during
the year. This supplementary information is considered a useful additional indication
of performance.
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12.CASH AND SHORT-TERM FUNDS

KFRITEE KFRIT
The Group The Bank
2003 2002 2003 2002

Cash and balances with

banks and other

financial institutions 1,042,276 581,832 554,149 327,106
Money at call and

short notice 16,271,062 11,205,586 16,041,091 11,155,260
Treasury bills (Note 26) 1,089,467 575,634 399,999 399,174

18,402,805 12,363,052 16,995,239 11,881,540

All treasury bills are held-to-maturity, issued by central governments and central
banks and are unlisted.

13.TRADE BILLS LESS PROVISIONS

KXFRITEE KFRIT
The Group The Bank
2003 2002 2003 2002
Trade bills 598,051 320,697 287,158 254,777
Specific provisions for bad
and doubtful debts (Note 17}  (177) (907) (77 (907)
General provisions for
bad and doubtful debts
(Note 17) (1,979) (2,493) {1,119) (1,175)

595,895 317,297 285,862 252,695

14.CERTIFICATES OF DEPOSIT HELD

All the certificates of deposit held are held-to-maturity and are unlisted.
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15.TRADING SECURITIES

KFRITER IKFIRAT
The Group The Bank
2003 2002 2003 2002
Debt securities (Note 26)
Listed outside Hong Kong - 124,609 - 124,609
Unlisted 536,536 127,988 536,536 127,988
536,536 252,597 536,536 252,597
Equity securities listed in
Hong Kong 9,528 6,826 - -
546,064 259,423 536,536 252,597
Trading securities analysed by counterparty are as follows:
XFHRITEE XFRIT
The Group The Bank
2003 2002 2003 2002
Issued by:
Central government and
central banks 536,536 - 536,536 -
Banks and other
financial institutions 2,980 204,791 - 202,597
Corporate entities 6,548 54,632 - 50,000
546,064 259,423 536,536 252,597
16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
PROVISIONS
(a) Advances to customers and other accounts
KFHRITEE KF T
The Group The Bank
2003 2002 2003 2002
(%)
(restated]
Advances to customers (Note 26) 46,611,685 34,417,300 25,700,453 26,853,587
Advances to banks and other
financial institutions (Note 286) 142,371 174,828 142,371 174,828
Specific provisions for bad and
doubtful debts (Note 17) (276,682) {277,032} (145,208) (230,073)
General provisions for bad and
doubtful debts (Note 17) (465,940) (348,572) (218,342) (236,431)
Accrued interest and other accounts 1,096,993 514,898 512,005 293,575
47,108,427 34,481,422 25,991,279 26,855,486




6. BERZBRRRMEHEARER 16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS
(&) PROVISIONS (CONTINUED)
() FETES (b) Non-performing loans

]

ENRBABECEZNEIE
FLRAFEZER  ERY
CMERARERGRBERE

The advances net of suspended interest, on which interest is being placed in
suspense or on which interest accrual has ceased, the amount of suspended
interest and specific provisions made after taking into account the value of

L BREBBENT collateral in respect of such advances are as follows:

KZRITEE

The Group

2003 2002
RERBITEX: Gross non-performing advances o customers 1,387,664 922,785
HEFPEZRBEB BN Gross non-performing advances as a percentage

of total advances to customers 2.98% 2.68%

FBERREE Amount of collateral held 1,071,767 600,359
B EE Specific provisions 273,930 275,977
gmAR e Suspended interest 538,908 476,054

R-ZFE-F+-/"=1+—H
—EZ-F+-/=+-8"
SEETHRITRAEREMRS
REB2RER  TENSE
ABEZREREFILEaFEL
¥ -

EFRRAERBEER -

REREHERUNRERE
REERERENT

(c]

There were no advances to banks and other financial institutions on which interest
is being placed in suspense or on which interest accrual has ceased on 31st
December, 2003 and 31st December, 2002.

Included in advances to customers are net investments in finance
leases:

The total minimum lease payments receivable under finance leases and their
present values are as follows:

KFEEE
The Group
2003 2002
SEAE EBAR REEE HERR
[WHRE f8UA REBE ARBE ASRA HEEE
Present  Interest FEE  Present  Interest FTHEE
value of the  income Total valueofthe  income Total
minimum  relating to  minimum  minimum  relatingto  minimum
lease future lease lease future lease
payments  periods  payments payments  periods  payments
EWES Amount receivable:
—FA Within 1 year 1237864 140662 1378526 1134123 151828 1,285951
—EPFERER After 1 year but within 5 years 1319077 124181 1443258 1287387 133595 1420982
HERE After 5 years 366504 54233 420737 384181 62170 446351
2923445 319076 3242521 2805631 347593 3153284
FEEEE Pravisions for bad and doubtful debts (2022) (2987)
REHENEBINEE Net investment in finance leases 2921423 2,802,704
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6. EEZRBRACBACIMEEN 16.ADVANCES TO CUSTOMERS AND OTHER ACCOUNTS LESS

(&) PROVISIONS (CONTINUED)

() BERBACGEMRER: W) (c]) Included in advances to customers are net investments in finance
leases: {continued)
The Bank had no finance lease receivable as at 31st December, 2003 and 31st
December, 2002,

R-_EE_FE+-A=+—H
“ETIELoAZT-B
FETHEREREEWE -

17. RPBER 17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS
KEETRE
The Group 2003
LRRE
£ - &3 Suspended
Specific General Total Interest
—A—B&H At 1st January 277,939 351,065 629,004 476,156
R EME R AEm Addition through acquisition
of the subsidiaries 128,501 121,457 249,958 2,036
iR New provisions 350,998 14,559 365,557 -
(@ & Releases (21,104) (19,166}  (40,270) -
TRIRHEES Net charge to profit and
loss account 329,894 (4,607) 325,287 -
ke ECHBZ2EX Recoveries of advances
written off in previous
years 37,675 - 37,675 (17,031)
FRERFE Interest suspended
during the year - - - 149,856
FRMR Amounts written off (497.,150) - (497,150) (72,109)
EHRAE Exchange adjustment - 4 4 -
TZA=T—B&# At 31st December 276,859 467,919 744,778 538,308
BIETIEER£E Representing:
BHER (Hi3) Trade bills (Note 13) 177 1,979 2,156 -
EFER (K 16() Advances to customers
(Note 16(a)) 276,682 465,340 742,622 538,908
276,859 467,919 744,778 538,908




17. RIPERE (&) 17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)
KFRIT
The Bank 2003

EE N
B —% A& Suspended
Specific General Total Interest
—R—B&%# At 1st January 230,980 237,606 468,586 398,424
IR H New provisions 285,451 - 285,451 -
[e] & Releases (12175)  (18,145)  (30,320) -
THBRERIHE Net charge to profit
and loss account 273,276 (18,145) 255,131 -
WRGEEEHBRZEBR Recoveries of advances
written off in previous
years 33,014 - 33,014 (8,003)
FRELZFE Interest suspended during
the year - - - 130,214
EpREB Amounts written off (391,885) - [(391.885)  (64.,849)
TZA=T+-B#&&H At 31st December 145,385 219,461 364,846 455,786
BETHERIEE Representing:
B5EE (M) Trade bills (Note 13) 177 1119 1,296 -
EF 5 (Hsx16) Advances to customers
(Note 16(a)) 145,208 218,342 363,550 455,786
145,385 219,461 364,846 455,786
KFRITER
The Group 2002
EIERE L)
B —# A%t Suspended
Specific General Total Interest
—A—B&&% At 1st January 270,831 361,124 631,955 470,639
;iR New provisions 493,837 - 493,837 -
o Releases (15,772) (10,059) (25,831) -
TREXEEFE Net charge to profit and
loss account 478,065 (10,059) 468,006 -
BEEFERBZER Recoveries of advances
written off in previous
years 26,317 - 26,317 (46,859)
FREZME Interest suspended during
the year - - - 168,576
EREBE Amounts written off (497,274) - (497,274) {116,200}
T-RZ+-Bi# At 31st December 277,939 351,085 629,004 476,156
BETIIEE £ Representing:
BHRE () Trade bills (Note 13) 907 2,493 3,400 102
EEER (M 160) Advances to customers
{(Note 16(a)) 277,032 348,572 625,604 476,054
277,939 351,065 629,004 476,156
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17. REEERE (H) 17.PROVISIONS FOR BAD AND DOUBTFUL DEBTS (CONTINUED)
: KFHRIT
The Bank 2002
EiAls
R —f A& Suspended
Specific General Total Interest
—A—B&& At 1st January 228,207 261,028 489,235 391,888
HRE New provisions 422,007 - 422,007 -
] #& Releases (15,585) (23,422) (39,007) -
SBEREEFHE Net charge to profit and
loss account 406,422 (23,422) 383,000 -
WEAFECHRBRZER Recoveries of advances
written off in previous
years 21,795 - 21,795 (32,912)
FRELFE Interest suspended during
the year - - -~ 146,595
ERHEB Amounts written off (425,444) - (425,444)  (107,147)
+-Az+—-H&H At 31st December 230,980 237,606 468,586 398,424
BETHIES £ Representing:
B5EE (HE) Trade bills (Note 13) 907 1,175 2,082 102
BEFER (16 Advances to customers
(Note 16(a)) 230,073 236,431 466,504 398,322

230,980 237,606 468,586 398,424
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18.HELD-TO~MATURITY AND NON-TRADING SECURITIES

XFHRITEE XFHRIT
The Group The Bank
2003 2002 2003 2002
Held-to-maturity securities
(Note 26):
Held-to-maturity debt
securities
Listed
- in Hong Kong 128,641 2,155 128,641 -
- outside Hong Kong 823,487 1,026,774 666,811 1,026,774
952,128 1,028,929 795,452 1,026,774
Unlisted 15,136,908 6,023,781 10,899,259 5,621,467
16,089,036 7,052,710 11,694,711 6,648,241
Less : specific provision
on unlisted debt
securities (22,500) (11,600) - -
16,066,536 7,041,110 11,694,711 6,648,241
Non-trading securities
(Note 26):
Non-trading debt securities
Listed {at market value)
- in Hong Kong 9,495 - - -
- outside Hong Kong 990,572 - 934,885 -
Unlisted 401,935 - 336,074 -
1,402,002 - 1,270,959 -
Non-trading equity securities
Listed in Hong Kong
(at market value) 11,116 1,031 10,760 573
Unlisted 102,610 30,446 67,315 127,761
113,726 31,477 78,075 128,334
1,515,728 31,477 1,349,034 128,334
17,582,264 7,072,587 13,043,745 6,776,575
KZFHRITEE KFET
The Group The Bank
2003 2002 2003 2002
Market value of listed
held-to-maturity debt
securities 982,845 1,057,261 826,323 1,055,106
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18. BEEHNORSREBERNE 18.HELD-TO-MATURITY AND NON-TRADING SECURITIES (CONTINUED)
2R% W
EXFER EEBREHREESER During the year, held-to-maturity securities with an amortised cost of HK$236,939,000
ROBEZHHAZEHGCEBES (2002: Nif) were transferred to non-trading securities at a profit HK$17,822,000 (2002:
XA BRE%236999,000 (ZEE = Nil) being recognised in the profit and loss account at the date of transfer in accordance
F£:8) FREHEBENSE 45 with SSAP 24 "Accounting for Investment in Securities”.

[REBHNEHRE]  NERB
ISR AEE17822000T (ZEE =
EBIRBRHERD -

BAFEFS  EHEFBEERK Except the abave reclassification, held-ta-maturity securities with an amortised cost
KAEEK 263819000 (ZFE_F : of HK$263,819,000 (2002: HK$773,877,000) were disposed of at a profit HK$5,860,000
##773,877,00000) BB EFIE (2002: HK$31,922,000) being recognised in the profit and loss account. Management,
AzR5%  SEGEBAMNE approved by the Asset and Liability Management Committee, sold these held-to-
#5860000L (ZEF_F : B maturity securities to modify the maturity and risk profile of the investment portfolios.

31922,0007C) L ERBHHERS o
BESBEEZERENRERNS
EEHGBEEA2HE  UEBTAR
BBRENHRREBER -

BAEZHEARIEHEEERE Y Held-to-maturity and non-trading securities analysed by counterparty are as follows:
EHERFHEAHET
KFHRITEE KFHRIT
The Group The Bank
2003 2002 2003 2002
BITHE Issued by:
ROTAEREDEBEE Banks and other financial
institutions 12,001,476 3,964,316 8,184,252 3,904,629
% Corporate entities 4,054,895 2,600,800 3,477,587 2,364,487
NEBE Public sector 1,525,893 507,471 1,381,906 507,459
17,582,264 7,072,587 13,043,745 6,776,575
BEEHNHBZRABERERS Held-to-maturity treasury bills and certificates of deposit are disclosed separately in
ERRRBEREERER BEN the balance sheets, note 12 and note 14 to the accounts.

FRRkEE4R -
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19. BBAFER 19.INVESTMENTS IN SUBSIDIARIES

2003 2002
ELTRBARG (RE) Unlisted shares, at cost 4,063,410 360,657
TEHBRATIRINDOT : The following list contains only the particulars of principal subsidiaries:
(o) BEBRTEERT (a) Held directly by the Bank
Eanpieid-ickd ERTEEAREE BHES ZBEE
e Place of incorporation Nominat value of Percentage Principal
Name of company and operation issued ordinary shares held activities
TS B ERAT B BAEE
Chekiang First Bank Limited Hong Kong HK$2,500,000,000 100% Banking
RFKFRITBRAT %P FiZBES
Banco Weng Hang, SA. Macay MOP120,000,000 100% Banking
KFRT (B2) FRAA RERE RITEH
Wing Hang Bank (Cayman) Limited Cayman Islands 145$15,000,000 100% Banking
XFUBERDE BE EXERREBER
Wing Hang Finance Company Limited Hong Kong HK$80,000,000 100% Deposit Taking and
Hire Purchase
XEFHERERBERAT BE RBREB
Wing Hang Zurich Insurance Company Limited Hong Kong HK$45,000,000 65% Insurance
EE BRBRIRE
Cyber Wing Hang Limited Hong Keng HK$30,000,000 100% Information Technology
Investment
XFERUBERAT ER FAER
Wing Hang Credit Limited Hong Kong HK$20,000,000 100% Consumer Lending
XFEHBRAF &R E5ER
Wing Hang Shares Brokerage Company Limited Hang Kong HK$10,000,000 100% Securities Dealing
KFRITETBRAT B [E5ER%
Wing Hang Bank (Trustee) Limited Hong Kong HK$3,000,000 100% Trustee Services
KT REBHERLE) EE RIREER
Wing Hang Insurance Brokers Limited Hong Kong HK$100,000 100% Insurance Broker
XERBRREERAF B frigis2
Wing Hang Insurance Agency Limited Hong Kong HK$50,000 100% Insurance Agency
XFRTT (REA) BRAF B3 KBRS
Wing Hang Bank {Nominees) Limited Hong Kong HK$10,000 100% Nominee Services
FRERERLT BE MERE
Cheuk Woo Enterprises Company Limited Hong Kong HK$10,000 100% Praperty Investment
REETES EERERITA
Wing Hang Financial Holdings {BVI) Limited British Virgin Islands Us$10 100% Issuer of Subordinated
Notes
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Notes to the Accounts

19. HEABERSE () 19.INVESTMENTS IN SUBSIDIARIES (CONTINUED)
(b) BAERTRERT (b) Held indirectly by the Bank
S REEAE EBTEEREE BEES FHEE
NEARE Place of incorporation Nominal value of Percentage Principal
Name of company and operation issued ordinary shares held activities
FIE-HRIT(ERE)ERLF ERE ROTREBERER
Chekiang First Bank (Luxembourg) SA. Luxembourg US$$10,000,000 100% Banking and Related
Financial Services
H—BIERAE REBTEN ESN
C. F. Overseas, Inc. Delaware, USA. US$4,500,000 100% Property Investment
H—HERRAF, EE ESE
Honfirst Land Limited Hong Kong HK$27,000,000 100% Property Investment
H—FRERAR BE SRR
C. F. Finance Compeny Limited Hong Kong HK$25,000,000 100% Financial Services
HEREBRAF E% HEZH
Honfirst Investment Limited Hong Kong HK$13,000,000 100% Futures Trading
HIE-—EFERAF i EFEE
Chekiang First Securities Company Limited Hong Kong HK$6,000,000 100% Securities Dealing
HEDEREBERAF BB NERE
Honfirst Property Agency Limited Hong Kong HK$5,000,000 100% Property Agency
HIE—RIT(EX)ERAT EE e EEE%
Chekiang First Bank (Trustee) Limited Hong Kang HK$3,000,000 100% Trustee Services
HIS-RITRBEANBRRT e REARE
Chekiang First Bank {Nominees) Limited Hong Kong HK$10,000 100% Nominee Services
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0. RBLAREA

MG (RE)
BIEFEE
Y BFRELT

REBEFTHENTNZHRERS
81300007 (B2 =% B)EERE
EREN EBRETHELFZR
BUEER RBRENRC
FHEE -

HEQRRMNNT

AL

Name of company

BEERERDE
Bank Consortium Holding Limited

FEABRBRARLA

Hong Kong Life Insurance Limited
RHBREAR AT

Joint Electronic Teller Services Limited
® (BE) BRLT

Net Alliance Company Limited

REHRATF
Card Alliance Company Limited

FEEREFECRMZIRELE -

o) ZEERREBRAERLEELE
EENREAZBRUBER G
KRR BIHE -

b FEBFFEZBY(FE)ERA
ANEREBRELRESZZ
T BEESHAFENELE
FEEUTHEGBEREERT L
BEAZED HULAORER
FEEZBERT -

20.INVESTMENTS IN ASSOCIATED COMPANIES

KFRITRE KFHRT

The Group The Bank
2003 2002 2003 2002
Unlisted shares, at cost - - 55,000 55,000
Share of net assets 73.384 25,924 - -

Loans to associated

companies 70,130 31,000 31,000 31,000
143,514 56,924 86,000 86,000

Loans to associated companies are unsecured, interest-free and repayable in 2008,
except for the loans to associated companies of HK$8,130,000 for the Group (2002:
HKS$Nil) which are with no fixed repayment terms.

The following list contains the particulars of associated companies:

BERIEE Sk

Place of EETSERREE mEER
incorporation Nominal value of  Percentage
and operation issued ordinary shares held

Hong Kong HK$150,000,000 27%

Hong Kong HK$210,000,000 33%

Hong Kong HK$10,023,800 20% (a)
FiE

Hong Kong HK$10,000,000 15% (b)

Hong Kong HK$3,000,000 33%
Notes:

JX,/\$§
Voting power

oz
2 out of 7*

=p2—
1 out of 3*
anz—*
1 out of 5"
VAV Wi

1 out of 6"

=HZ—"
1 out of 3*

EBEE

Principal activities

BEBHE RS
Provision of Services
for Retirement
Schemes

RBREHB
Insurance
EEZEEE kS
ATM Network
BLRTRB
Internet Banking
Services
BEERTZS
Card Transaction
Processing

Representing the number of votes on the board of directors attributable to the Group.

fa) The Group's share of net asset in Joint Electronic Teller Services Limited is based on the
Group's share of dividend received from this associated company during this year.

(b) Although the Group holds less than 20% of the issued ordinary shares of Net Allfance
Company Limited, this company is classified as associated company under SSAP 10 as the

Group is considered to have significant influence on the financial and operating policy

decisions of this company.
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2. FREEHRE 21.TANGIBLE FIXED ASSETS
AXFHRITEE
The Group
|ATITHE REDE
Bank Investment B =1
Premises  Properties  Equipment Total
RALEE Cost or valuation
“EF=E-R-HEH At 1st January, 2003 1,114,414 150,000 421,250 1,685,664
RWEHRBEARmEMN Addition through
acquisition of
subsidiaries 267,481 88,719 333,833 690,033
wE Additions 5,036 - 42,338 47,374
HE Disposals (12,501) - (21,727)  (34,228)
EER Transfers 8,976 (8.976) - -
BERE Exchange adjustment 22 66 12 100
EREB Deficit on revajuation - (4,024) - (4,024)
“EF=F+-RIT+—HEH At 31st December, 2003 1,383,428 225,785 775,706 2,384,919
FHBEZRASLHEEIHLT ¢ The analysis of cost or valuation of the above assets is as follows:
D At cost 989,826 88,785 775,706 1,854,317
f&E At valuation
—EEBZ 2003 - 137,000 - 137,000
—ANEE 1930 357,888 - - 357,888
—nANE 1989 9,347 - - 9,347
—ANEE 1984 26,367 - - 26,367

1,383,428 225,785 775,706 2,384,919

NERRE Accumulated depreciation
ZES-5—-fF-0%# At 1st January, 2003 100,315 - 276,598 376,913
E UK B2 E Mg Addition through acquisition
of subsidiaries - - 232,929 232,929
FEERE Charge for the year 15,292 270 51,858 67,420
HE R Written back on disposals (1.411) - (20,555) (21,966)
BERE Exchange adjustment - - 6 6
“EE=E+ B+ —B#&EH At 31st December, 2003 114,196 270 540,836 655,302
E@FE Net book value
—EE=f+-A=+—8H at 31st December, 2003 1,269,232 225,515 234,870 1,729,617
—EE-E+-A=+—8H at 31st December, 2002 1,014,099 150,000 144,652 1,308,751
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E%Eig (#) 21.TANGIBLE FIXED ASSETS (CONTINUED)

RATITH AR R L E B EHIE - Bank premises were stated at cost or directors’ valuation.
RAKERBARMZMS  1E Investment properties except additions through the acquisition of subsidiaries were
NEERZZFZE+ZA=TH revalued by an independent firm of surveyors, FPDSavills who have among their staff,
BEBUASHIE - ATHER Fellows of the Hong Kong Institute of Surveyors, on an open market value basis as at
(REIBOAERNENZENE 20th December, 2003.

REE)NLHTEREENE -

RUEEHBAAMEMZEEDE The cost of investment properties acquired through the acquisition of subsidiaries
ARAERAUBER H-FF= was revalued by an independent firm of surveyors, DTZ Debenham Tie Leung Limited,
FAR=TH LEBUAENE on an open market value basis as at the date of acquisition at 30th September 2003.
ERTERARMOAMEREE
FIER o
XFRIT
The Bank
J|ITITH wADZ
Bank Investment & &%
Premises  Properties  Equipment Total
KA KE Cost or valuation
ZEFZE-H-BEH At 1st January, 2003 872,601 83,000 345,802 1,301,403
*E Additions 5,030 - 28,485 33,515
HE Disposals (12,501) - (14,348) (26,849)
BEE Transfers 8,976 (8,976) - -
BB Deficit on revaluation - (2,024) - (2,024)
ZEE-F+ZA=Z+—RBE4 At 31st December, 2003 874,106 72,000 359,939 1,306,045
LHEEZRARGBESNMT - The analysis of cost or valuation of the above assets is as follows:
A At cost 515,368 - 359,939 875,307
e At valuation
—EE=RE 2003 - 72,000 - 72,000
—hAEE 1990 357,888 - - 357,888
- AANE 1989 850 - - 850
874,106 72,000 359,939 1,306,045
RERE Accumulated depreciation
—EE-F-F-HE&H At 1st January, 2003 72,715 - 219,601 292,316
AEERE Charge for the year 9,721 - 33,488 43,209
HERE Written back on disposals  (1,411) - {13,099) (14,510)
—EE-F+A=+-RER At 31st December, 2003 81,025 - 239,990 321,015
EEE Net book value
—ER=F+z-A=+—8 at 31st December, 2003 793,081 72,000 119,949 985,030
“EE-_f+-R=1—8H at 31st December, 2002 799,886 83,000 126201 1,009,087
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21. ERETCEE (&) 21.TANGIBLE FIXED ASSETS (CONTINUED)
BT RIEEVEEMFERE The net book value of bank premises and investment properties comprises:
KERITEE KZ BT
The Group The Bank
2003 2002 2003 2002
KAFEHE FREEHOLD
—&ah - Held outside Hong Kong 88,194 50,670 - -
k) LEASEHOLD
- K% - Held in Hong Kong
RHY Long leases (over 50 years
(BERBERATENLEE) unexpired) 797,871 622,126 494,736 509,152
D Medium-term leases
(BRPETEERTES) (10 to 50 years
unexpired) 542,931 429,200 354,285 362,217
-85 - Held outside Hong Kong
REH Long leases (over 50 years
(BHEERTEUEE) unexpired) 2,107 2,145 2,106 2,145
FEH Medium-term leases
(BRBETEERTESR) (10 to 50 years
unexpired) 40,540 53,334 13,954 9,372
EEH Short leases (less than
(BEREETEUTE) 10 years unexpired) 23,104 6,624 - -
1,494,747 1,164,089 865,081 882,886
2. B8 22.GoOoDWILL
XFHRTEE
The Group
2003 2002
A Cost
—B—B#&% At 1st January 5,816 5816
AUENBLRmEN Addition through acquisition of subsidiaries 966,340 -
TZRAZT-B&#% At 31st December 972,156 5,816
BETEE Accumulated amortisation
—B—B#&# At 1st January 4,362 3,781
ERE K T4 30) Amortisation for the year (Note 4(c) & 30) 12,661 581
TZAZt+—B#% At 31st December 17,023 4,362
R+ A=+-8EEEE Net book value as at 31st December 955,133 1,454
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23.

24.

25.

BEFER

ERERRERER

HEER
RHERRBAER

RtAaf

BREHAE
BEBSZEMNFE

REHE (#526(0)
ERHE (i iZel0)
A BERCARENTE

BHESF

ZE{E #%2,522,910,0007T (325,000,000
EM)ZEBEAL  REASHENE
—B &2 & B3 7% 2 7] Wing Hang
Financial Holdings (BV1) Limited * SR & A
BIESs0n WTEAREER
RBREER - ARITERERTIR
EMREZERINER SR T2
ZETRNZHERE - ZEEEE
RZE-ZE+A+BIH-

23.DEPOSITS FROM CUSTOMERS

KXFRITEE XFHRIT
The Group The Bank
2003 2002 2003 2002
Demand deposits and current
accounts 5,919,773 2,849,844 3,933,289 2,595,127
Saving deposits 15,136,597 7,058,601 8,870,074 5,146,809
Time, Call and notice
deposits 51,082,052 35393922 24,214,803 25,514,127

72,138,422 45,302,367 37,018,166 33,256,063

24.0THER LIABILITIES

KFRITER XFHT
The Group The Bank
(E%R) (E)
{restated) {restated)
2003 2002 2003 2002
Short positions in
Treasury bills 499,320 - 489,320 -
Amount payable for purchase
of debt securities 349,326 194,433 271,698 194,433
Current taxation (Note 6(c)) 70,442 30,066 27,552 3,161
Deferred taxation (Note 6(c)) 49,024 30,160 36,959 28,996
Other payable and
interest payable 1,063,513 404,149 287,592 190,825
2,031,625 658,808 1,123,121 417,415

25.LOAN CAPITAL
Loan capital with face value of HK$2,522,910,000 (US$325,000,000) represents 5.25%
subordinated notes qualifying as tier 2 capital which were issued during the year
2003 by Wing Hang Financial Holding (BVI) Limited, a single purpose wholly owned
finance subsidiary of the Bank. The Bank unconditionally and irrevocably guarantees
all amounts payable under the notes which are listed on the Singapore Exchange
Trading Limited. The notes will mature on 10th October, 2013.
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26. KRB 26.MATURITY PROFILE
XEEEE
The Group 2003
SEANE -FHE
% ik
1year 5 years
fEes AT or less orless  REHE
Repayable  3months  butover  butover After ERE i
on demand orless 3 months 1 year 5 years Undated Total
RE Assets
- B EE (B2 — Treasury bills [Note 12) - 1,079.837 9,630 - - - 1089467
~EHERBETEHEREMSBE - Placements with banks and other
BRE(-ZETZERRIH financial institutions maturing
between 1.and 12 months - 1,394,909 148,072 - - - 1,542,981
-EFRE — Certificates of deposit held - - 100000 28872 - - 18am
—HEEERRES (W) — Trading debt securities (Note 15) - - - 536536 - - 536536
- EFER (M 60) — Advances to customers
(Note 16(a]) 2442599 6416411 5921143 13854313 17,658,140 319,079 46,611,685
-BRITBAEREMESREEZER - Advances to banks and other
(9153 16(a)) financial institutions
(Note 16(a)) 32 - 31,631 110,708 - - 142371
~-BEZHHMBREFEEERLE - Held-to-maturity and non-trading
2 E¥ES (M8 debt securities (Note 18) - 1580829 396754 9125700 6387655 - 17,491,038

2442631 10472086 6,607230 23,657,228 24045795 319,079 67,544,050

L Liabilities
-RITAEREMEREEZFR - Deposits and balances of banks

and other financial institutions 114,983 244,222 38,814 9,384 - - 407,403
-BFEEFR - Deposits from customers 22023464 46678890 2616965 819,050 53 - 71138422
-BREAZEHRE - Certificates of deosit issued - 549089 1773456 2,608,594 - - 4931139
-BEER - Loan capital - - - - 2,522910 - 2522910

22138447 47472201 4420235 3437028 2522963 - 79893874

82




26. KRS (A)

RE

~ B A RS (HE12)

-THARBORERECSRE
BRECZ+ZEARIES)

-GFRE
-BEEEREES (W5
~-BEEF (H3T166)

-BTREREASRERIEX
(B 52 16(a))

-REENEOREREERRS
2 BEHES (M8

b 1 |
-RURERALERBELZAER

~EFPHR
~EBAZERA

26.MATURITY PROFILE (CONTINUED)

KFER
The Bank 2003
CEAME -ENL
5 I

1 year 5years

PEEn RAIUT or less orless  AFHE
Repavable ~ 3Imonths  fhutover  butover After £y oz
on demand orless 3 months 1 year 5 years Undated Total
Assets
~ Treasury bills {Note 12) - 399,999 - - - - 399,999
— Placements with banks and other
financial institutions maturing
between 1 and 12 months - 1305180 121,883 - - - 1427,063
- Certificates of deposit held - - 100,000 - - - 100,000
= Trading debt securities (Note 15) - - - 536536 - - 53653
— Advances to customers
(Note 16{a]) 1,276,446 3370709 2527570 7,309,072 11,031,827 184829 25700453
~ Advances 1o banks and other
financial institutions
(Note 16(a)) 32 - 31,631 110,708 - - 142,371
— Held-to-maturity and non-trading
debt securities (Note 18) - 1530891 329547 6383980 4,721,252 - 12,965,670
1276478 6,606,779 3,110,631 14,340,296 15753073 184,829 41272,092
Liabilities
— Deposits and balances of banks and
other financial institutions 29276 244222 38,814 9,384 - - 321,69
= Deposits from customers 12,808,348 22976352  1,034502 19831 53 - 37,018,166
- Certificates of deposit issued - 549083 1842703 2,508,594 - - 4,500,386
12837624 23,769,663 2916019 2,716,889 53 - 42,240,248
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26. MRS® (&)

RE

- B ES (B2

-EHERRTREREM SRS
BRECCE+-_EARIE)

-FHE
-RIEEEREEE (M)
-EBEEH (Mea)

-ROREREMERBBEZERN
(F1 52 16(a))

- REZHABRIREEERR
2EBEF (W)
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26.MATURITY PROFILE (CONTINUED)
KFfiEE
The Group 2002

ERKE B

b

=-F %
1 year 5 years
BEER AT orless orfess  AFHE
Repayable ~ 3months  butover  butover After E% B8
on demand orless 3 months 1 year 5 years Undated Total
Assets
— Treasury bills (Note 12) - 546,689 28945 - - - 575,634
— Piacements with banks and other
financial institutions maturing
between 1and 12 months - 763,566 88,945 - - - 852,511
— Certificates of deposit held - - 299,960 106410 - - 406,370
- Trading debt securities (Note 15) - - - 252,597 - - 252597
— Advances to customers
(Note 16(a)) 2103314 3495785 4053970 11032526 13,566,067 165838  34,417300
- Advances to banks and other
financial institutions
(Note 16(z]) 51 - 31778 142,999 - - 174,828
— Held-to-maturity and non-trading
debt securities (Note 18) - 215442 780107 5017897 1,039,264 - 7,052,710
2103365 5021482 5283705 16552423 14605331 165638 43,731,950
Liabilities .
- Deposits and balances of banks and
other financial institutions 120,906 236,810 7,799 56,545 - - 422,060
- Deposits from customers 9916400 33371414 1483931 530,622 - - 45302367
— Certificates of deposit issued - 1,130,543 873828 2373461 - - 4377832
10037306 34738767 2365558 2960628 - - 50,102,259




26. MR GH () 26.MATURITY PROFILE (CONTINUED)

KFET
The Bank 2002
EAME B
E-£ BN
1year 5vyears
iz S A or less orless  EFME
Repayable ~ Imonths  butover  butover After ] a8
on demand orless 3 months 1 year 5 years Undated Total
RE Rssets
—-BRRES (M2 — Treasury bills (Note 12) - 393,174 - - - - 389,174
-FHERBATAZEREMESEE - Placements with banks and other
BRE(-ETZEAREH) financial institutions maturing
between 1 and 12 months - 685,712 83,445 - - - 769,157
-FRE — Certificates of dzposit held - - 299960 100,000 - - 399,960
~BEBEERBES (Hs) — Trading debt securities {Note 15) - - - 252597 - - 252,597
~-EFER(H:i60) — Advances to customers
(Note 16(a)) 1932409 2718010 2548406 8085745 11526315 42,702 26,853,587
—HRITRAEREMSBEEZER - Advances to banks and other
((GEHD) financial intitutions
(Note 16{a)) 51 - 31,778 142,399 - - 174,828
~BHEENHEARFEFEEERLZ - Held-to-maturity and non-trading
EBES (M) debt securities (Note 18) - 88988 708829 4813885 1035439 - 6548241
1932460 3891884 3673518 13395226 12,561,754 42,702 35497544
i & Liabilities
-BARERAMESBEEZER - Deposits and belances of banks and
other financial institutions 108,871 236,810 7.798 56,545 - - 410,025
-EFPHER — Deposits from customers 7746526 24341311 1029304 138322 - - 33256063
-EBTIERE - Certificates of deposit issued - 1730543 917328 2442730 - - 4890607
7855397 25708664 1955031 2637597 - - 38,156,689
2. B& 27.SHARE CAPITAL
2003 2002
EmRA Authorised:
4500000000 (ZF T =% : 450,000,000 (2002: 450,000,000) ordinary shares
450,000,0008%) ERREMAEB 1T of HK$1 each 450,000 450,000
BWRA Issued and fully paid:
—A—R&Es At 1st January 293,459 293,429
REBEZRES BRI 2BRH Shares issued under share option scheme 322 30
2937805008k (—EF ~_F ¢ 293,780,500 (2002: 293,458,500) ordinary shares
293,458, 5008%) E BB FREE 1T of HK$1 each 293,781 293,459
FR o BREIAREHEBRTZES During the year, options were exercised to subscribe for 322,000 ordinary shares in
AINRERR  EBEREY the Bank at a consideration of HK$6,975,000 of which HK$322,000 was credited to
6,975,0007T ° E P E# 322000 2R share capital and the balance of HK$6,653,000 was credited to the share premium
B AGER - 82805 % 6,653,000 B account.

ABRTREER -
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28.

86

-1

-E%

BEEE
REZRESHEG AR

BERA/ (BL)
ERBERHBRZEEEN

REATHEREBIELRE

XRENFERRACELRA

2ERE
EREA)

R e BN

28.RESERVES
AFHTEE
The Graup 2003
ghmt  REDR
EhfER  EEHE 2E  RAEE
Bank Investment  Ef3fEiE Bk BHESR
BAEEE  EAEE  -BEE  premises  property Investment  Capital  Unappro-
Share  Capital  General revaluation revaluation revaluation redemption  priated &if
premium  reseve  reserve  reseve  reserve  reserve  reserve  profits Total
At st January, 2003
- as previously reported 330,677 215,909 2,100,201 321,000 - (35) 769 3,094,321 6,062,842
- prior year adjustment
in respect of
deferred taxation - - - (47927) - - - 29385 (18,562)
- as restated 330,677 215908 2,100,201 273,073 - (35) 769 3,123,686 6,044,280
Exchange adjustments - - (1122) - 53 - - - {1,088)
Shares issued under
share option scheme 6,653 - - - - - - - 6683
Transfer tof{from) reserves - - (8,000) - - - - 8,000 -
Gain on revaluation after
deferred tax charge - - - - - 17883 - - 17,883
Deferred tax charged
ta bank premises
revaluation reserve - - - (456) - - - - (456)
Deferred tax charged
to investment property
revaluation reserve - - - - (39) - - - (39}
Dividends paid - - - - - - - (534328) (534,328)
Profit for the year - - - - - - - 863876 863,876
At 31st December, 2003 337,330 215909 2091073 268917 14 17,848 769 3,461,234 6,393,100




28 @GR (R) 28.RESERVES (CONTINUED)

KRG
The Bank 2003
S
BfiiE 78 HRAED
Bank  EfRER B&  BEER
BEEEE  -BHBE  pemises  Investment Capital  Unappro-
Share  General revaluation revaluation redemption  priated 23
premium reserve reserve eserve reserve profits Total
ZETE-A-RLE At 15t January, 2003
~AERE - as previously reparted 330677 1802374 321,000 (1,828) 769 2377513 48305505
-AEEEHB RE - prior year adjustment in respect
of deferred taxation - - (47909) - - 18,913 (28,996)
-E% - a5 restated 330,677 1,802,374 273,091 (1828) 769 2396426 4.801,508
RERY Exchange adjustments - (@) - - - - (4)
REZRESHBT AR Shares issuied under share
option scheme 6,653 - - - - - 6,653
PABBEREZEREN Gain on revaluation after
deferred tax charge - - - 13,227 - - 13,227
TRATHERES Deferred tax charged to bank
TEERE premise revaluation reserve - - (4174) - - - (4174)
) Dividends paid - - - - - (534328} (534,328)
ERBH (B2 Profit for the year (Note 7 - - - . - BG6364  BBGI64
-FEzE+-f=+-BEe At 315t December, 2003 337330 1802370 268917 11,399 769 2729062 5,149,847

87




Notes to the Accounts

28, B (#)
e AL
-EEEE
~AEEERELBY
-8
pEEE

BEAREABTT IR

REEFRFEEREERD

o

ERTTLERHERZELRE

S0
EhEE
-5y
GEREREIEE

ofF

88

28.RESERVES (CONTINUED)

BSEGEL

The Group 2002
(E3)
(restated)
BT
EfFE EE  RogE
Bank  EfrEE e BEER
BRAEE  EBHE -EHE  premises Investment  Capital  Unappro-
Share  Capital  General revaluation revaluation redemption  priated =)
premium reserve reserve reserve reserve reserve profits Total
At 15t January, 2002
- as previously reported 329999 215909 2,100,178 321,000 (866} 769 2771593 5,738,582
- prior year adjustment
in respect of
deferred taxation - - - (48283) - - 40,641 {7642}
- as restated 329998 215309 2100178 272717 (866) 763 2812234 5730940
Exchange adjustments - - 3 - - - - 23
Shares issued under share
option scheme 678 - - - - - - 678
Realised loss on disposal of
non-trading securities - - - - 176 - - 176
Gain on revaluation - - - - 855 - - 655
Deferred tax credited
to bank premises
revaluation reserve - - - 356 - - - 356
Dividends paid - - - - - - [358019) (358019)
Profit for the year
- as previously reported - - - - - - 680747 680747
- prior year adjustment
in respect of
deferred taxation - - - - - - M2y Mma2rs)
~ s restated - - - - - - 669471 6694
At 315t December, 2002 330677 215903 2100201 273,073 {35) 769 3123686 6,044,280
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28.RESERVES (CONTINUED)

KTEA
The Bank 2002
(E%)
{restated)
i
EffER 8 RAED
Bank  EizHA BE  BYER
RZAEE  -MEE  premises  Investment  Capital  Unappro-
Share  General  revaluation revaluation  redemption priated LX)
premium reserve reserve reserve reserve profits Total
At 1st January, 2002
- s previously reported 329999 1802374 321,000 (1,574) 769 2180054 4,632,622
- prior year adjustment in
respect of deferred
taxaation - - (48200) - - 31824 (16376)
- a5 restated 329989 1802374 272,800 (1.574) 789 2211878 4516246
Shares issued under share
option scheme 678 - - - - - 678
Realised loss on disposal of
non-trading securities - - - 175 - - 175
Losses on revaluation - - - (429) - - (429)
Deferred tax credited to bank
premises revaluation reserve - - 291 - - - 291
Dividends paid - - - - - (358019)  (358,019)
Profit for the year )
- as.previously reported - - - - - 555478 555478
- prior year adjustment in respect
of deferred taxation - - - - - (12911)  (12911)
- as restated (Note 7) - - - - - 542567 542,567
At 31st December, 2002 330,677 1802374 273,091 (1,828) 769 2396426 4,801,509

The Group's unappropriated profits as at 31st December, 2003 included the
accumulated losses of HK$18,018,000 (2002: HK$29,076,000) of the associated

companies.

The application of the share premium account and the capital redemption reserve is

governed by Section 48B and 49H of the Hong Kong Companies Ordinance.
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28.RESERVES (CONTINUED)

The general reserve was set up from the transfer of retained earnings and exchange
differences arising from translation of the accounts of overseas branches and
subsidiaries (note 2(i)). The capital reserve comprises retained earnings capitalised on
the issue of bonus shares by subsidiaries in previous years and a legal reserve established
by Banco Weng Hang, S.A. in accordance with regulations in Macau. Revaluation
reserves have been set up and are dealt with in accordance with the accounting
policies adopted for the revaluation of premises and non-trading securities (notes 2())
and (k).

Capital reserve, bank premises revaluation reserve, investment property revaluation
reserve, investment revaluation reserve and capital redemption reserve do not represent
realised profits and are not available for distribution.

The Bank and its financial subsidiaries operate under regulatory jurisdictions which
require the maintenance of minimum capital adequacy ratios and which could therefore
potentially restrict the amount of retained profits which can be distributed to
shareholders.

29.0FF-BALANCE SHEET EXPOSURES

(a) Contingent liabilities and commitments
The following is @ summary of the contractual amounts of each significant class
of contingent liabilities and commitments:

KFRITEE XFEHRIT
The Group The Bank
2003 2002 2003 2002

Direct credit substitutes 699,117 847,703 352,971 640,852
Transaction-related

contingencies 56,645 42,760 226,042 357,906
Trade-related

contingencies 1,644,315 981,949 804,132 868,767
Other commitments :

With an original

maturity of under

1 year or which are

unconditionally

cancelfable 8,008,954 6,050,289 5,437,002 6,140,897

With an original

maturity of

1 year and over 1,273,762 542,950 276,944 436,534
Forward forward

deposits placed 979,948 30,779 979,948 30,779
Total (Note 31(b)) 12,662,741 8,496,436 8,077,039 8,475,735




29, REARZRLUHNZRBEE (HF) 29.0FF-BALANCE SHEET EXPOSURES (CONTINUED)

(b HEIAR (b) Derivatives
TETEEMBEH  EBE Derivatives refer to financial contracts whose value depends on the value of one
BEFMPROEEREEMT or more underlying assets or indices.
UTEBBETETIAEAER The following table is a summary of the notional amounts of each significant
LEBERE type of derivatives.
X7 HRITER KFERT
The Group The Bank
2003 2002 2003 2002
EZxal Exchange rate contracts
EHANH-SEAR Forwards - trading 4,034,010 7,290,815 4,016,465 7,712,734
RHeN-HAHER Forwards - hedging 2,878,948 2,991,030 2,899,551 2,991,030
BAME-EERR Option purchased
- trading 508,321 196,641 299,455 196,641
HHEE-BEERR Option written
- trading 450,158 196,641 241,292 196,641
ERaNERE Total exchange rate
contracts 7.871,437 10,675,227 7.456,763 11,097,046
FEED Interest rate contracts
KHEH-EERR Swaps - trading 1,787,676 1,052,910 1,787,676 1,052,910
BHEH-HTAR Swaps - hedging 24,558,017 10,275,673 24,263,916 10,450,673
ESSEoFC:] Total interest rate
contracts 26,345,693 11,328,583 26,051,592 11,503,583
RGAH Equity contracts
BABE-ZEERS Option purchased
- trading 70,042 - - -
BLHE-ZEAS Option written
- trading 70,042 - - -
BHeH : Equity contracts 140,084 - - -
34,357,214 22,003,810 33,508,355 22,600,629
BEXRSBEAAITREPEE The trading transactions include positions arising from the execution of trade
ESREMLERARSME orders from customers or transactions taken to hedge these positions.

BRERIER -
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29.0FF-BALANCE SHEET EXPOSURES (CONTINUED)
(b) Derivatives (continued)
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The replacement costs and credit risk weighted amounts of the above off-balance
sheet exposures are as follows. These amounts do not take into account the
effects of bilateral netting arrangements.

XFRTEE
The Group
2003 2002
FERR EERR
MESE IEEER

EEMAE  Credit risk EEMA  Credit risk

Replacement weighted Replacement weighted

cost amount cost amount

Contingent liabilities
and commitments N/A 1,713,039 N/A 1,069,415
Exchange rate contracts 55,236 37,360 32,780 45,634
Interest rate contracts 193,612 64,667 113,276 26,229
Equity contracts - 2,101 - -

248,848 1,817,167 146,056 1,141,278

KFIRIT
The Bank
2003 2002
EERR EERR
il ] MESE
EERE  Creditrisk  EERAE  Credit risk
Replacement weighted Replacement weighted
cost amount cost amount
Contingent liabilities

and commitments N/A 808,698 N/A 1,121,103
Exchange rate contracts 42,133 24,759 32,383 43,939
Interest rate contracts 188,989 63,332 113,276 26,404

231,122 896,789 145,659 1,191,446

The tables above give the contractual or notional amounts, replacement cost
and credit risk weighted amounts of off-balance sheet transactions. These are
assessed in accordance with the Hong Kong Monetary Authority's guidelines
which implement the Basle agreement on capital adequacy and depend on the
status of the counterparty and the maturity characteristics.
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29.0FF-BALANCE SHEET EXPOSURES [CONTINUED)
(b) Derivatives (continued)

(c]

The risk weights used range from 0% to 100% for contingent liabilities and
commitments, and from 0% to 50% for exchange rate and interest rate contracts.
Replacement cost represents the cost of replacing all contracts which have a
positive value when marked to market. The credit risk weighted amount refers to
the amount as computed in accordance with the Third Schedule to the Hong
Kong Banking Ordinance.

Cantingent liabilities and commitments are credit-related instruments which
include acceptances, letters of credit, guarantees and commitments to extend
credit. The contractual amounts represent the amounts at risk should the contract
be fully drawn upon and the client default. Since a significant portion of
guarantees and commitments is expected to expire without being drawn upon,
the total of the contractual amounts is not representative of future liquidity
requirements.

Off-balance sheet financial instruments arise from forward, swap and option
transactions undertaken by the Group and the Bank in the foreign exchange,
interest rate and equity markets.

The notional amounts of these instruments indicate the volume of transactions
outstanding at the balance sheet date; they do not represent amounts at risk.

Capital commitments
Capital commitments for acquisition of property and equipment outstanding at
31st December not provided for in the accounts were as follows:

KFRITEE AFRIT
The Group The Bank
2003 2002 2003 2002
Expenditure authorised
and contracted for 6,433 19,963 5,091 6,801
Expenditure authorised
but not contracted for 294 - - -
6,727 19,963 5,091 6,801
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30.NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT

{a) Reconciliation of operating profit to net cash inflow from

(b

operating activities

Operating profit

Depreciation

Amortisation of goodwill (Note 22}

Profits tax paid

Decreasef(increase) in treasury bills with
original maturity of three months or more

Decrease in placements with banks and other
financial institutions with original maturity
of three months or more

Increase in trade bills less provision

Decrease in certificates of deposit held

Increase in trading securities

(Increase)/decrease in advances to customers
and other accounts {ess provision

Decrease in deposits and balances of banks and
other financial institutions

Increase/(decrease) in deposits from customers

Increase in certificates of deposit issued

Increase in other accounts and provision

Net cash inflow from operating activities

Reconciliation with the consolidated balance sheet

Cash and short term fund
Placements with banks maturing between one
and twelve months

Certificate of deposit held

Amount shown in the consolidated
balance sheet
Less: amount with an original maturity of
three months or more

Cash and cash equivalents in the consolidated
cash flow statement

2003 2002
994,018 774,123
67,420 50,118
12,661 581
(177.563) (76,993)
318,786 (29.618)
386,726 1,070,918
(86,584) (32,024)
306,367 46,444
(286,641) (252,881)
(18,108) 1,157,043

(1,007,101) (28,978)

5,800,079 (395,396)
453,307 1,891,413

1,009,398 225,570

7,772,765 4,400,320

2003 2002

18,402,805 12,363,052

1,542,981 852,511
129,972 406,370

20,075,758 13,621,933

(1,213,687)  (1,573,808)

18,862,071 12,048,125
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30.NOTE TO THE CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
(c) Acquisition of a subsidiary

“FEZFENAZTR  £&
B ERTIE—BT5%E100%
BExn BReREBARAEX
3,706,616,0007T °

On 30th September, 2003, the Group acquired a 100% interest in Chekiang First

Bank Group for HK$3,706,616,000, satisfied in cash.

2003

BeRkEHEg Cash and short term fund 11,300,741
THERBTREREMER Placements with banks and other financial institutions

BEFE(-E2+-EAR maturing between one and twelve months 459,834

28
ZHEECRKER Trade bills less provision 192,014
BRE Certificates of deposit held 29,969
EFZERREMRBRAR Advances to customers and other accounts less provision 12,599,089

2
BEENEHBERARIEREE Held-to-maturity and non-trading securities 247,377

ER%EF
BEDRNRE investments in associated companies 76,326
ERETEE Tangible fixed assets 457,104
BTREREMSRERZT Deposits and balances of banks and other financial

B institutions (1,121,070)
BEERZER Deposits from customers (21,035,976)
ERTZERE Certificates of deposit issued {100,000)
EmBRBERESR Other accounts and provisions (365,132)
EENEERBESE Net identified assets and liabilities 2,740,276
GEEXZEBE Positive goodwill arising on consolidation 966,340
BENHBAE Total purchase price paid 3,706,616
woMBNBLAZEERE Less : cash and cash equivalents of the subsidiaries

EEk acquired (11,010,160)

WEMBARCZRENAZE Net cash inflow in respect of the purchase of subsidiaries 7,303,544
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31.SEGMENT REPORTING
(a) Business segments

Retail banking activities include acceptance of deposits, residential mortgages,

hire purchase and consumer loans.

Corporate banking activities include advance of commercial and industrial loans,

trade financing and institutional banking.

Treasury activities include foreign exchange services, management of investment

securities and trading activities.

Other business activities include insurance business, stockbroking activities and

services for retirement schemes.

Unallocated items mainly comprise the shareholders' funds, investments in
premises and property investment and other activities which cannot be reasonably

allocated to specific business segments.
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3. RWHEE (W) 31.SEGMENT REPORTING (CONTINUED)
(o) REDTF (&) (a) Business segments (continued)
KFHIER
The Group
2003
EZn
SEEN LREA Bz
£33 2R Inter-
Retal  Comorate  HMEEE  ZHER  ROBER segment At
banking banking Treasury Other  Unallocated  elimination Total
ERSBA Net nterest income 1020252 324764 175344 2180 55,433 - 15T
HEEE WA Other aperating income 219490 77333 60,598 54,712 31,360 - 45349
BEBYRA Inter-segrent income - - - - 41,351 (#1351) -
BEIA Dperating income 1239740 402007 23594 §6892 128144 (41351)  2,031466
EETH Operating expenses (4s3814)  (92866) (309241  (32515)  (33042) - (M)
BEBETH Inter-segment expenszs (37499) (1,609) (556 (1,687) - 41,351 -
MBREESH 7 BB Onerating proft before provisions 748428 307622 195,482 32,680 35,102 - 1319305
REREE Charge forbad and doubtful debts (193471} (131,757) - (59) - - (3287)
EERF Operating profi 554958 175865 195462 32631 35,102 - 408
ERRENERTEEEN Losses on revaluation of investment
TEEZEHE properties and dispasal of
tangible fixed assets (936) (14) {70) - {4513) - {5,533)
HEREZIBEBEEHRE Profis (losses) on disposal of
BEEERBBEZEF held-to-maturity and
/(E8) non-trading securities (1,228) - 35,178 30 - - 34,040
BREZLERES2EES Provisions made for
BE held-to-maturity securities - - (10,300) - - - (10.800)
EREBHET Profit on ordinary activities 552,794 175,851 218,670 2 30589 - 101,625
FEIR B 0 A 2 F R A Share of net profits in
associated companies - - - 335 291 - 626
B 35 A8 ) Profits before taxation 552794 175851 219670 33,06 30,880 - 1012281
HE (HaTa) Degreciation (Note 4(c) 3,114 4,759 3424 1503 25,620 - §7420
EEE - ETIN) Amortisation of qoodwil (Note 4(c)] 3361 2604 2570 116 3010 - 12,661
DEBE Seqment assets 497555 19862171 17997869 259,041 16976422 - 88593158
BERARE Investments in associated
companies - - - 123538 19,976 - 143514
BEE Total assets [AREE 19862171 17997868 382678 16,996,308 - 88736672
BRE Total liabliies 72596397 902779 81274 89053 5107620 -~ 79,508,589
AREH Capital expenditure 503,076 621450 74,32 89 104,803 - 1703747




3. SEBE (#) 31.SEGMENT REPORTING (CONTINUED)

(o) RESE A (a) Business segments (continued)
KFRAEE
The Group
2002
(28)
(restated)
BER
BE80 PEEA Lg%
% £+ Inter-
Retal  Coporate  HEZE  EBRE RABRE  segment Bt
banking banking Treasury Other ~ Unallocated  elimination Total
FHBHEA Net interest income 953,689 309321 120410 1,484 51314 - 4nm
HinEZRA Other aperating income 197,138 71,510 36287 34809 25,669 - 3540
EEBUA Inter-segment income - - - - 38,137 (3.137) -
BEWA Operating income 1,156,827 40831 156,697 36,203 126,120 [9137) 1837631
ExTH Operating expernses [433650)  (3mT) (766) (6013} {45436) - (595502)
BEETY Inter-seqment expenses (34437) (1679 (332} (268) - 3,137 -
IR ERENZERET Operating profit efore provisions 688740 325915 139,139 7651 80584 - 120
RAERER Charge for bad and doubtful debts  (300,100)  (167.906) - - - - (46800
EERT Dperating profi 385,640 158,009 139,139 7651 8058¢ - 74123
ERREVERYLERN Losses on revaluation of investment
TREEZER progerties and disposal of tangible
fixed assets (499) (22) - 67) (14581} - (15,189)
HERAZINHEESRE Proftsflosses) on disposal of
RICEEERAEEHZET held-to-maturity and non-trading
/(E18) securties (2.494) - 53679 (68) - - 51317
BEZHHRER EES Provisions made for held-to-maturity
BHE securities - - (21028) - - - (21,028)
TREBNER Profit on ordinary activities 385647 157887 171,990 7518 66,103 - 789243
Bt e s 2358 Share of niet lsses in associated
companies - - - (1847) - - (7.847)
BR 4 B3 7 Proft before taxation 1855647 157,987 171990 (31) 65103 - %
& (sl Depreciation (Note 4(c] 57 8 17 1100 284 - 50,118
EEE A (K Amortisation of goodwili (Nate 4(c)) - - - 581 - - 581
SEEE Segqment assets BT 15088573 8138657 B 85T - 57062867
BENFIRE Investments in associated
Companies - - - 56324 - - 56,924
BEE Total assets BT 15086573 6138557 80912 8895775 - s
EaE Tota! fiabilities 45707476 274300 147800 8100 4623391 - 50761067
EXAZH Capital expenditure #0221 710 149 534 62,284 - 105,248
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31.SEGMENT REPORTING (CONTINUED)
(b) Geographical segments
The information concerning geographical segments has been classified by the

3. SEEE(H)

() ERAEA
BESEENDENEAE
ELEMTES  HREE
EHEEABEEARZIAR

location of the principal operations of the subsidiaries, or in the case of the Bank
itself, of the location of the branch respansible for reporting the results or booking

T ERRE S - the assets.
KTHRIEE
The Group
2003
o BEE
Wz
Less ¢ inter-
BN P Hip segment At
Hong Kong Macau Other  elimination Total
—ER=E5+-AZ+—H As at 31st December, 2003
BEERA Total operating income 2,126,056 254,405 58,715 (407,710)  2.031.466
BREETR R Profit before taxation 1,179,116 154,549 14,952 (336,366) 1,012,251
BEE Total assets 97893393 9,317,866 10,649,054  (29,123,640) 88,736,673
BEE Total liabilities 86226863 8691491 10565659 (25975424) 79,508,589
RAEH RAE (i 2006) Contingent liabilities and
commitments (Note 29(a)) 12,241,808 725,483 35,135 (339.685) 12,662,741
BAXH Capital expenditure 1,642,799 13,818 47,130 - 1,703,747
KTHRTEE
The Group
2002
(E3)
(restated)
w o ERY
WxEH
Less : inter-
B gl =) segment =i
Hong Kong Macau Other  elimination Total
ZEE-F+-A=+-18 As at 31st December, 2002
BEEWA Total operating income 1677,875 237,101 70,475 (147820) 1,837,631
PR ADER Profit before taxation 595,942 142,810 30023 (87,379) 781,396
BEE Total assets 56,367,325 8,484,892 6951234  [14,683660) 57,119,791
BaE Total liabilities 50,524,742 7,853,455 8693000 (14310130} 50,761,067
KAEHK RAE (F 3 290) Contingent liabilities and
commitments (Note 29(a)) 8,425,820 690,084 107,102 (726570) 8,496,436
BErxd Capital expenditure 85,282 19,082 684 - 105,248
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32.LOANS TO OFFICERS

Particulars of loans to officers disclosed pursuant to section 1618(4B) of the Hong
Kong Companies Ordinance are as follows:

2003 2002
Aggregate amount of relevant loans
outstanding at 31st December 261 913
The maximum aggregate amount of
relevant loans outstanding during the vear 913 1,388

33.PLEDGE OF ASSETS

The amount of HK$7,763,000 (2002: Nil) included in "Placements with banks and
other financial institutions maturing between one and twelve months” represents a
time deposit pledged as collateral with the State of California in compliance with the
statutory requirements of the State of California.

34.RELATED PARTY TRANSACTIONS

(a) During the year, transactions with The Bank of New York Company Inc. (“BNY"),
a substantial shareholder of the Bank, or its subsidiaries were entered into by
the Group in the ordinary course of business and on normal commercial terms.
The income and expense for the year and on-balance sheet and off-balance
sheet outstandings at the year end are:

() Income and expense

2003 2002
Interest income 548 1,068
Interest expense 368 949
(i} On-balance sheet outstanding at 31st December
2003 2002
Cash and short-term funds 33,717 22,208
Deposits and balances of banks and other
financial institutions 17,809 50,856
(iii} Off-balance sheet outstanding at 31st December
2003 2002
Exchange rate contracts
Contract amount 464,787 102,020
Replacement Cost - 602
Credit risk weighted amount 930 324
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34.RELATED PARTY TRANSACTIONS (CONTINUED)

(iv) On 27th August, 1999 and 19th September, 2002, the Bank entered into
two Delegation Agreements with BNY pursuant to which the Bank agreed
to provide various back-up support services to BNY in connection with a
securitisation transaction undertaken by BNY.

In 2003, the Bank received from BNY a total service fee of HK$198,000
(2002: HK$397,000) and will continue to receive further service fees on an
annual basis during the term of two Delegation Agreements.

(b) On 30th June, 1995, Wing Hang Zurich Insurance Company Limited (*WHZ

Insurance"), a 65 percent owned subsidiary of the Bank, entered into a
Management Agreement with Swiss Insurance Management (Hong Kong) Limited
(“Swiss Insurance"), a wholly own subsidiary of Zurich Insurance Limited ("Zurich
Insurance”) pursuant to which Swiss Insurance has been appointed as manager
of WHZ Insurance in connection with the conduct by WHZ Insurance of its
insurance business. Zurich Insurance is a substantial shareholder of WHZ Insurance
holding 35 percent of WHZ Insurance's issued share capital. Under the
Management Agreement, WHZ Insurance paid to Swiss Insurance an amount of
HK$3,524,000 (2002: HK$1,559,000), bieing the contractual management fees
based on gross premium. On 30th January, 2003, the Management Agreement
was extended for two years and will end on 31st December, 2004 but can be
terminated by either party with six months' notice. The revised management fee
will be based on a fixed fee plus a certain percentage of gross written premiums

received.




35 BEEH 35.STAFF BENEFITS
(a) BHEFHE (a) Retirement schemes
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2003 2002
Retirement benefit costs (Note 4(c)) 32,625 30,432

The Group operates both a Mandatory Provident Fund Exemption ORSO Scheme
(the “ORSO Scheme") which is registered under the Occupational Retirement
Schemes Ordinance and two Manadatory Provident Fund Schemes (the "MPF
Schemes") established under the Manadatory Provident Fund Ordinance to cover
all qualifying employees in Hong Kong. {n addition, a defined contribution scheme
was established on 3rd January, 2001 to cover all qualifying employees in Macau
at various funding rates, in accordance with the local practice and requirements.
The costs of these new schemes are charged to the profit and loss account for
the year and the assets of these schemes are held separately from the Group.
Any forfeiture amount under the MPF Scheme is refunded to the Group when
the member leaves employment prior to the employer's voluntary contributions
being vested fully.

The Group operated a defined benefit scheme for qualifying employees of Chekiang
First Bank Limited and its subsidiaries in Hong Kong, under which the employees
who were members of the plan were entitled to retirement benefits based on
their salary as at 5th December, 2002 on attainment of retirement age. The
defined benefit scheme was terminated on 5th December, 2002, with
arrangements made for the Group to discharge all of its obligations and liabilities
under the scheme. No contribution was made in the years of 2002 and 2003 to
the defined benefit scheme as the scheme was fully funded. Any forfeiture amount
is refunded to the Group when the member leaves employment prior to vesting
fully of the employer's voluntary contributions.
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35.STAFF BENEFITS (CONTINUED)
(b) Equity compensation benefits
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Pursuant to the approved Share Option Scheme, the directors are authorised, at
their discretion, to invite certain executives, to take up options to purchase
ordinary shares in the Bank as incentive to them. Prior to 1st September, 2001,
the option price was 80% of the average last dealt price on The Stock Exchange
of Hong Kong Limited ("SEHK") on the five business days immediately preceding
the date of offer of such options. After 1st September, 2001, the option price
should be at least the higher of the closing price of the shares on the SEHK on
the date of the grant, which must be a trading day, and the average closing price
of the shares on the SEHK for the five business days immediately preceding the
date of grant.

TAEBRMZUTE  &EB
LEARERE  REOHRET
AMAEERBRERIMNT
BHEHE BETORSE -

() RREZE () Movements in share options
2003 2002
Rin&E g8
Number of Number of
shares shares
~RA-B&E® At 1st January 772,000 512,000
2 #1T Issued 290,000 290,000
BT Exercised (322,000) (30,000)
+ZA=T-H&#H At 31st December 740,000 772,000
(i) REEARKREHB 2RI (i) Terms of unexpired and unexercised share options at balance sheet date
HERATEMNRRERE
ZZT=F+-A=+-A ZEE-Eft-F=1-8
31st December 2003 31st December 2002
R #E RIEE
ETARERH REE Number of shares Number of shares
Date of options granted Option price
10/03/1994 HK$14.83 - 102,000
10/03/2001 HK$23.60 260,000 380,000
15/03/2002 HK$26.30 190,000 290,000
14/01/2003 HK$25.80 160,000 -
14/03/2003 HK$26.50 130,000 -
740,000 772,000

LERREURRTES
—BEEEETRFRT
ﬁ o

The options granted under the Scheme will be exercisable between the first
and the tenth anniversaries of the date of grant.
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Exercise period

15/03/2003- 14/03/2012
14/01/2004- 13/01/2013
14/03/2004- 13/03/2013
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7ERE

Exercise date

20/03/2002
09/04/2003
31/07/2003
18/08/2003
18/08/2003
25/08/2003
05/09/2003
24/09/2003
07/11/2003
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35.STAFF BENEFITS (CONTINUED)
(b} Equity compensation benefits {continued)

(i) Details of share options granted during the year, all of which were granted

with HK$1.00 consideration.

2003

REE BINEE
Option price Number of shares
HK$26.30 -
HK$25.80 160,000
HK$26.50 130,000
290,000

(iv) Details of share options exercised during the year

BRI —A
ZEREF YT E

Weighted average closing

AR price per share at preceding S A
Option price day before exercise date  Proceeds received
HK$23.60 HK$27.00 HK$708,000
HK$14.83 HK$27.20 HK$1,512,660
HK$23.60 HK$31.30 HK$708,000
HK$23.60 HK$33.20 HK$708,000
HK$26.30 HK$33.20 HK$1,052,000
HK$23.60 HK$34.30 HK$708,000
HK$26.30 HK$37.30 HK$1,052,000
HK$23.60 HK$38.00 HK$708,000
HK$26.30 HK$48.80 HK$526,000

36.COMPARATIVE FIGURES

2002
Bin#E

Number of shares

290,000

290,000

2003 2002
i fRIDEE
Number Number
of shares of shares
- 30,000
102,000 -
30,000 -
30,000 -
40,000 -
30,000 -
40,000 -
30,000 -
20,000 -
322,000 30,000

Certain comparative figures have been adjusted as a result of change in accounting

policy for certain items, details of which are set out in note 3.

37.APPROVAL OF ACCOUNTS

The accounts were approved and authorised for issue by the Board of Directors on

11th March, 2004.
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unaudited supptementary rinancial information

(UEE TSR AXBFEN ) {Expressed in thousands of Hong Kong dollars unless otherwise stated in the text)
(a) REXERNDRELE (a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS
() REXREHRE (i) Capital adequacy ratio
KFHRITEE
The Group
2003 2002
(E#H)
{restated)
BLER Core capital
BERROTBRERR Paid up ordinary share capital . 293,781 293,459
BB R Share Premium 337,330 330,677
E4 Reserves 4,966,124 4,816,787
Efb Others 453,053 149,911
B Less : Goodwill (954,260) -

5,096,028 5,590,834

AHEHRNEE Eligible supplementary capital
THBETHEREASEY Reserves on revaluation of land and
g interests in land 188,231 191,164
EEREEERREEY Unrealised gains/(losses) on revaluation
REBWE /(BB of non-trading securities 11,168 (1.828)
—BREEES General provisions for doubtful debts 467,920 351,065
EHEEEE Y HEER Eligible value of term subordinated
debt instruments 2,622,910 -
3,190,229 540,401
MERNERERER Total capital base before deductions 8,286,257 6,131,235
EREMBENINRIEE Deductions from total capital base (480,208) (199,135)
MAKNEREREE Total capital base after deductions 7,806,049 5,932,100
t-RT+-BAGEBER Unadjusted and adjusted capital
SHE Y EAR DK adequacy ratio at 31st December 15.7% 16.5%
ABRABEAREHEAR The unadjusted capital adequacy ratio is computed on a consolidated basis
BIIREKMBARIBRESS covering the Bank and certain of its financial subsidiaries as specified by the
BITRIMNER="REELRE Hong Kong Monetary Authority ("HKMA") for its regulatory supervision purposes,
ERAEEmMBERZBAEE and is in accordance with the Third Schedule to the Hong Kong Banking Ordinance.
HE o f{BBEARTLEREY The adjusted capital adequacy ratio incorporating market risk is computed on
HERRBEESREER the same consolidated basis, and is in accordance with module on “Maintenance
BHCEECHEFRAEEG of Adequate Capital Against Market Risks" under Supervisory Policy Manual issued
TERBRARRIER)NE by the HKMA.

koSt ARBEENTEER o
FRENGEELRAGRE
ZEARRELEAR -
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(a) CAPITAL ADEQUACY AND LIQUIDITY RATIOS {CONTINUED)
(ii) Average liquidity ratio for the year

KFRITEE
The Group
2003 2002
Average liquidity ratio for the year 49.0% 42.4%

The average liquidity ratio for the year includes the liquidity positions of all
overseas branches, Hong Kong offices and financial subsidiaries in its calculation,
which is the basis of computation agreed with the HKMA, and has been computed
in accordance with the Fourth Schedule to the Hong Kong Banking Ordinance.

(b) ADVANCES TO CUSTOMERS — BY INDUSTRY SECTORS
The information concerning advances to customers by industry sectors has been
classified according to the usage of the loan and is stated gross of any provisions.

XFRITEE £
The Group Change
2003 2002 %
Loans for use in Hong Kong
industrial, commercial and financial
- Property development 746,889 441,002 69.4
- Property investment 8,301,127 6,064,948 36.9
- Financial concerns 432,237 606,082 -28.7
- Stockbrokers 299,192 245,272 22.0
- Wholesale and retail trade 1,552,450 746,442 108.0
- Manufacturing 1,477,609 814,887 81.3
- Transport and transport equipment 2,529,990 1,967,964 286
- Share financing 128,297 206,776 -38.0
- Others 3,275,434 2,656,110 235
Individuals
~ Loans for the purchase of flats in the
Home Ownership Scheme, Private
Sector Participation Scheme and
TenantsPurchase Scheme 1,925,650 658,613 192.4
- Loans for the purchase of other
residential properties 12,486,065 9,544,144 308
- Credit card advances 326,186 310,711 5.0
- Others 3,168,104 2,767,306 14.5
Trade finance 2,710,956 1,670,226 62.3
Loans for use outside Hong Kong
- Macau 3,728,726 3,633,947 5.5
- Others 3,518,773 2,182,870 61.2
46,611,685 34,417,300 35.4
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(c) ADVANCES TO CUSTOMERS, NON-PERFORMING LOANS AND
OVERDUE ADVANCES — BY GEOGRAPHICAL AREA
The geographical information has been classified by the location of the counterparties

after taking into account any risk transfer. In general, such transfer of risk takes place

if the claims are guaranteed by a party in a country which is different from that of the

counterparty or if the claims are on an overseas branch of a bank whose head office

is located in another country.

Hong Kong

Macau

People's Republic of China
Others

Hong Kong

Macau

People's Republic of China
Others

KFRITRE
The Group
2003

BH=EA
PAEZEH
EFREH TEAEHR  Overdue advances
Total advances to Non-performing for over three
customers loans months
40,947,433 1,157,473 789,291
3,876,335 219,446 209,792
843,922 8,737 8,113
943,995 2,008 2,008
46,611,685 1,387,664 1,008,204

*FRITEE

The Group
2002

BE=FEA
EZER
EFER TETEZR  Overdue advances
Total advances to Non-performing for aver three
customers loans menths
29,295,683 782,028 487,981
3,654,356 135,726 227,867
481,993 3,659 2,020
985,253 1,372 1,372
34,417,300 922,785 719,234




) BHREEERBZEE (d) OVERDUE AND RESCHEDULED ASSETS

() BHRREEEZHSES (i) Overdue and rescheduled advances
KFHEITER
The Group
2003 2002
HERE HERE
BZEAL BZESL
g % of total X 9% of total
Amount advances Amount advances
BBBHZEFER Gross advances to customers
which have been overdue for
“BAKLEEAREA 6 months or less but over
3 months 158,787 0.34 192,245 0.56
NEAMEE-F 1 year or less but over
6 months 215,456 0.46 293,415 0.85
—El Over 1 year 634,961 136 233574 0.68
1,009,204 2.16 719234 209
FiEERLes Amount of collateral held 841,574 796,416
EEAERYE Secured balance 768,264 542,165
EERERYE Unsecured balance 240,940 177,069
BHRER Specific provisions 220,991 167,168
ETERBLERER Rescheduled advances 163,087 0.35 316,455 092
R-EE-E+-A=+—H There were no overdue advances for over 3 months and rescheduled advances to
RIZE=F+-R=+-8B" banks and other financial institutions on 31st December, 2003 and 31st December,
FEEETROREZRERE 2002.

RBEZFRPYEBH=(E
AUNEREEERBZER -

(i) RUBHEE (ii) Other overdue assets
GSEGLL!
The Group
2003 2002
ERER BEBES
Debt EOES: Debt g5%
securities Trade bills securities Trade bills
CRBrEMEE Other assets which have been
overdue for
ZEAUEERER 6 months o less but over
3 months - 117 - 2,328
NEARLEE-F 1 year or less but over
6 months 30,038 - - 668
£k Over 1 year - 3,089 - 1569
30,038 3,206 - 4,565
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) BRREEERHHARETE (e) THE RECONCILIATION BETWEEN OVERDUE AND RESCHEDULED LOANS
THRZHES AND NON-PERFORMING LOANS
KFHRITER
The Group
2003 2002
EAE=EANLZEFERRE Gross advances to customers and rescheduled loans
TEXHER: which have been overdue for over three months :
REB=ERAULZEFER Gross advances to customers which have been
overdue for over three months 1,009,204 719,234
EFERECER Rescheduled advances 163,087 316,455
1,172,291 1,035,689
WBH=EBULEETEHNE Less : Loans overdue over 3 months and on which
2EE interest is still being accrued (59.745) (231,630)
M BH=ERUTEERANER Add : Loans overdue for 3 months or less and on
BATGLESRELEHAS which interest is being placed in suspense
e or on which interest accrual has ceased 275,118 118,726
TBIEZAL Total non-performing loans 1,387,664 922,785
H WEEE (f) REPOSSESSED ASSETS
KFRTEE
The Group
2003 2002
XEEFABRZKOEE Repossessed assets included in advances to
customers 262,881 295,164
(q) BEEN (g) CROSS-BORDER CLAIMS

BREEENNRRZEFHFE
o UCBREZRARAER - —&
mE ETAEATABRER
FHERNERREGLIFRIHTF

The information concerning cross-border claims has been classified by the location of
the counterparties after taking into account any risk transfer. In general, such transfer
of risk takes place if the claims are guaranteed by a party in a country which is
different from that of the counterparty or if the claims are on an overseas branch of

a bank whose head office is located in another country.

FELNBERN-TRRE - *&EE
BOBTHRERRITNEIAT
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MEZBTOBHEELHERNRS KFHRITRE
HENHE - The Group
2003
RITAER
EmsagE neHE
Banks and Public
other financial sector it =
institutions entities Others Total
R PY Macau 560,836 - 3,893,773 4,454,609
HEAREM People's Republic of China 1,022,099 9,190 802,154 1,833,443
EHTARE Other Asia Pacific 5315186 493,348 867,680 6,676,214
=8 United States 1,068,438 416,131 1,989,982 3,474,551
HATERLEER Other North and South
American countries 2,386,259 - 362,542 2,748,801
b EIEM Middle East and Africa 3,135 - 1,466 4,601
S5 Germany 6,075,226 - 4,182 6,079,408
R United Kingdom 3,441,208 - 84,989 3,526,197
ERENER Other European countries 9,859,051 - 528,209 10,387,260
29,731,438 918,669 8,534,977 39,185,084




(o) BREE (&) (g) CROSS-BORDER CLAIMS (CONTINUED)

KFHRITER
The Group
2002
BITRER
LR ki DEBE
Banks and Public
other financial sector At Bt
institutions entities Others Total
R Macau 335,636 - 3,671,409 4,007,045
PEARAME People's Republic of China 515,187 18,899 539389 1,074,475
EZKE Other Asia Pacific 3,075,500 - 739,043 3,814,543
el United States 1,153,954 511,276 406,369 2,071,599
Ep@ERit£8R Other North and South
American countries 1,513,776 - 72,752 1,586,528
HREFEM Middle East and Africa 3,028 - 921 3,949
=& Germany 3,113,626 - - 3,113,626
RE United Kingdom 2,477,894 - 117,643 2,595,537
EaBNER Other European countries 4,327,862 - 510,331 4,838,193
16,516,463 531,175 6,057,857 23,105,495
(h KR&RRE (h) CURRENCY RISKS
AN EDEEERNFEENE The net positions or net structural positions in foreign currencies are disclosed when
BEGHBENEREAEENLE each currency constitutes 10% or more of the respective total net position or total
BREENEHZTHUL BAEF net structural position in all foreign currencies.
=
HEE RENTY
The Group
2003 2002
= a5t e &t
HEREESRR In millions of HK$ equivalent uss Total Uss Total
BEEE Spot assets 27,037 41,121 13,158 21,212
REEE Spot liabilities (29,345) (42,785) (11,855 {19,903)
FEHEA Forward purchases 5,757 6,694 4,487 5,029
EHES Forward sales (3.214) (4,701) (5619) (6,094)
EmEE Net long positions 235 329 17 244
2003 2002
padighs gk
Macau  ¥7T A  Macau ET  B:
BERBEET [n millions of HK$ equivalent ~ Patacas Us$ Total  Patacas us$ Total
ERMERESE Net structural positions 515 79 611 424 136 560
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(i) CORPORATE GOVERNANCE
The Bank is committed to high standards of corporate governance and has followed

the module on "Corporate Governance of Locally Incorporated Authorised Institutions”

under the Supervisory Policy Manual issued by the Hong Kong Monetary Authority in
September 2001. The Board of Directors has established a number of committees

including the Executive Committee, Credit Committee, Management Committee, Asset

and Liability Management Committee, Audit Committee, Director Nomination

Committee and Compensation Committee.

(i)

(i)

Executive Committee

The Executive Committee meets regularly to review the management and
performance of the Group and operates a general management committee under
the direct authority of the Board. The Committee comprises of the chief executive
and two executive directors.

Credit Committee

The Credit Committee is responsible for assisting the Board to formulate the
Group's risk appetite and strategies for managing the credit risk. It is also
responsible for the implementation and maintenance of the Group's credit risk
management framework. It also participates in evaluating large credit applications
and making credit decisions. The Committee is comprised of chief executive,
three executive directors and the head of Corporate Banking Division.

(iii} Management Committee

The Management Committee meets regularly to review and approve the financial
and business plans and major business and operational initiatives. The Committee
comprises of the chief executive, three executive directors, the chief financial
officer, and the heads of Retail Banking Group, Information Technology Division
and Operation Division.

(iv) Asset and Liability Management Committee

The Asset and Liability Management Committee ("ALMCO") is responsible for the
implementation and maintenance of the overall risk management framework
relating to balance sheet structure, market risks, trading, funding and liquidity
management across the Group's banking business. It recommends pelicy and
guidelines to the Board. The Committee is comprised of the chief executive,
three executive directors, the chief financial officer, the treasurers, the heads of
Retail Banking Group and Risk Management Division.
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{i}) CORPORATE GOVERNANCE {CONTINUED)

()

{v) Audit Committee

The Audit Committee meets regularly with an executive director, chief financial
afficer, internal auditars and the external auditors to review and discuss financial
performance, consider the nature and scope of audit review and the effectiveness
of the systems of internal control and compliance. The Committee also discusses
matters raised by the internal auditors, external auditors and HKMA and ensure
that all audit recommendations are implemented. The Committee comprises of
three non-executive directors.

{vi) Director Nomination Committee
The Director Nomination Committee is responsible for reviewing and
recommending to the Board appointment of all new Directors, Chief Executive,
Deputy Chief Executive and General Manager of the Bank. The committee
comprises of three non-executive directors.

(vii)Compensation Committee
The Compensation Committee meets once a year to evaluate and approve the
remuneration policy and package for the Chief Executive of the Bank. The
committee comprises of two non-executive directors.

MANAGEMENT OF RISKS

The Group has established policies and procedures for the control and monitoring of
credit risk, liquidity, capital and market risk, which are reviewed regularly by the
Credit Committee and ALMCO as delegated by the Board of Directors. The internal
auditors also perform reqular audits to ensure compliance with the policies and
procedures.

(i) Credit risk management
Credit risk arises from the possibility that the counterparty in a transaction may
default. It arises from the lending, trade finance, treasury, derivatives and other
activities undertaken by the Group. The Board of Directors has delegated the
Group's credit risk management to the Credit Committee, which is chaired by
the Bank's Chief Executive.
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(j) MANAGEMENT OF RISKS (CONTINUED)

U]

(i)

Credit risk management (continued)

The credit risk management function is independent of the business units. It
oversees the implementation of credit policies and ensures the guality of credit
evaluation and approval. Credit approval is conducted in accordance with the
Group's credit policy, which defines the credit extension criteria, the credit
approval and monitoring processes, the loan classification system and provisioning
policy. The credit policy also takes into account the requirements of the Hong
Kong Banking Ordinance and guidelines issued by the HKMA with respect to
large exposures and provisioning requirements.

In evaluating the credit risk of the customers or counterparties, their financial
strength and repayment ability are always the Group's primary considerations,
though credit risk may be mitigated by obtaining collateral from the customers
or counterparties. Concentration risks are monitored by adopting proper risk
control such as setting limits on large exposures in relation to the Group's capital
base.

Comprehensive guidelines to manage credit risk have been laid down in the
Group's Loaning Manual, which is reqularly reviewed and approved by the Credit
Committee. The Loaning Manual covers the delegated lending authorities, credit
extension criteria, credit monitoring process, loan classification system, credit
recovery and provisioning policy.

Liquidity management

The Group manages the liquidity structure of its assets, liabilities and commitments
s0 as to ensure that all Group operations can meet their funding needs and that
the statutory liquidity ratio is complied with. As disclosed in note (a) above, the
Group's average liquidity ratio of 49.0% for 2003 is well above the statutory
minimum ratio of 25%.

The Board of Directors reviews the current and prospective funding requirements
for all operations through regular review of the liquidity ratio and the maturity
mismatch profile. The liquidity risk is managed by holding sufficient liquid assets
(e.g. cash and short term funds and securities) of appropriate quality to ensure
that short term funding requirements are covered within prudent limits.

Adequate standby facilities are maintained to provide strategic liquidity to meet
unexpected and material cash outflow in the ordinary course of business.
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The Group's policy is to maintain a strong capital base to support the development
of the Group's business and to meet the statutory capital adequacy ratic. As
disclosed in note (a) above, the Group's unadjusted and adjusted capital adequacy
ratio of 15.7% as at 31st December 2003 is well above the statutory minimum
ratio of 8%.

Capital is aliocated to the various activities of the Bank depending on the risk
taken by each business division. Where the subsidiaries are directly regulated by
other regulators, they are required to maintain minimum capital according to
these regulators’ rules. Certain financial subsidiaries, as specified by the HKMA,
are subject to the HKMA's capital requirements for its regulatory supervision
purposes.

(iv) Market risk management

Market risk is the risk that changes in interest rates, foreign exchange rates or
equity and commodity prices will affect the prices of financial instruments taken
or held by the Group. Financial instruments include foreign exchange contracts,
interest rate contracts, equity and fixed income securities.

The limits for financial instruments are approved by ALMCO which is made up of
executive directors, the treasurers and senior managers of the Group. ALMCO is
responsible for approving the policies relating to asset and liability management
and to review, monitor and control the operating ratios and frading limits to
ensure compliance.

Exposures are measured and monitored on the basis of principal {or notional)
amount, outstanding position and stop-loss limit, and are controlled and reviewed
by ALMCO.

The Group adopts a prudent approach to managing its trading portfolios, and
reduces any excessive market risk by executing offsetting transactions or hedging
contracts with other market counterparties. The Group therefore considers that
any market risk arising from its trading book is not material.

k) EB#F (k) COMPARATIVE FIGURES
BHEEREBURRY AN - In preparing this unaudited supplementary financial information, certain comparative
ETUBETERENSHERE figures have been restated in accordance with the revised SSAP12.
BIE+ R EETF R -

113




FENBLE
Major Subsidiaries

BPMXFHRT

BT FER 2415

HIIE-—BTERLT

BIT BHELITEEOR

XSERAREERLT

BT ETABTI83FRERE 1718

XTHBEERDLE

BT SEAED I83HFPEAE 158

XEBHERLDE

BT BRI 23- 29K BHBER L
118

FEST
Major Branches

&

BT EEREF6IHR
WEBEBAT RFEH 2%
FEST SHE 0FRFEINRE
BLHEPT HLFE 131-133 5%
TEBST EXNE 1RRELE

nEE

REEST HAE 165

RABAT ROBESTH

B 21T WEGE 507 %

R

KEDT AEE2E 2065 FHE

BT REE3IR

F

FYDT PERITFEERE 5002 5%

FEEZRIBEPLME

BEMNERE TEEMNTEBRTRE 362 5%
HHEREB 2710

IERRE PELEMABERFEHREAE
38R AKEANEIREE

114

Banco Weng Hang, S. A.
Head Office 241 Avenida de Almeida Ribeiro, Macau

Chekiang First Bank Limited
Head Office 60 Gloucester Road, Wanchai

Wing Hang Credit Limited
Head Office 17/F, Cosco Tower, 183 Queen's Road Central

Wing Hang Finance Company Limited
Head Office 15/F, Cosco Tower, 183 Queen's Road Central

Wing Hang Shares Brokerage Company Limited
Head Office 1/F, Chun Wo Commercial Centre, 23-29 Wing Wo
Street, Central

HONG KONG
Head Office 161 Queen’s Road Central

Causeway Bay Branch 82 Percival Street

Central Branch New Henry House, 10 Ice House Street
Johnston Road Branch 131-133 Johnston Road
Shaukeiwan Branch Perfect Mount Gardens, 1 Po Man Street

KOWLOON
Mongkok Road Branch 16 Mong Kok Road

Shamshuipo Branch 57 Cheung Sha Wan Road
Yaumati Branch 507 Nathan Road

NEW TERRITORIES
Tai Po Branch Shop F, 12-26 Tai Wing Lane

Tsuen Wan Branch 35 Chung On Street

CHINA

Shenzhen Branch Shop M2, Shun Hing Square, Di Wang Commercial

Centre, 5002 Shennan Dong Road, Shenzhen

Guangzhou Representative Room 2710 Peace World Plaza,
Office 362 Huan Shi Road East, Guangzhou

Shanghai Representative 9E Majesty Building, 138 Pudong
Office Avenue, Pudong New District, Shanghai
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NOUICe O AnnuUat Generat vieeling

NOTICE IS HEREBY GIVEN that the Annual General Meeting of the Bank will be held at the Bank Reception Hall, 18th Floor, Wing
Hang Bank Buitding, 161 Queen's Road Central, Hong Kong on Thursday, 22nd April, 2004 at 3:30 p.m. for the following purposes:

1.

2.
3.

4,

To receive and consider the Statement of Accounts and Reports of the Directors and Auditors for the year ended 31st December,
2003;

To declare a fina! dividend:
To elect Directors and authorise the Board of Directors to fix directors' fees;

To re~-appoint Auditors and authorise the Directors to fix their remuneration;

As special business, to consider and if thought fit, pass the folfowing resolutions as ordinary resolutions:

5.
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“THAT, with effect from the close of business of the day on which this resolution is passed, the rules of the new employee
incentive plan (the “Employee Incentive Plan"}, the principal terms of which are particularly described in the circular (the
"Circular") to the shareholders of the Bank to be dated on or about 31st March, 2004 (a copy of the Employee Incentive Plan and
the Circular having been produced to the meeting marked “A” and "B" respectively and signed by the chairman of the meeting
for the purposes of identification), be approved and adopted and the Directors of the Bank be and they are authorised to take all
such steps as may be necessary, desirable or expedient to carry into effect the Employee Incentive Plan with effect from the
close of business of the day on which this resolution is passed.”

“THAT,

(a} a general mandate be given to the Directors unconditionatly during the Relevant Period to allot, issue and deal with additionaf
shares in the capital of the Bank or grant any offers, agreements or options which might require securities to be issued,
allotted or disposed of subject to the restriction that the aggregate nominal amount of share capital allotted, other than for
allotment under any share option schemes for the time being adopted for the grant or issue to the employees of the Bank
and its subsidiaries of shares of the Bank, shall not exceed 20% of the aggregate nominal amount of the share capital of the
Bank in issue at the date of this Resolution; and

—
o
~

for the purpose of this Resolution:

“Relevant Period" means the period from the passing of this Resclution until whichever is the earlier of:

(i) the conclusion of the next Annual General Meeting of the Bank;

(i) the expiration of the period within which the next Annual General Meeting of the Bank is required by law to be held; and

(iii) the revocation or variation of the authority given under this Resolution by ordinary resolution of the shareholders in
general meeting.”

“THAT,

(a) subject to paragraph (b) below, the exercise by the Directors of the Bank during the Relevant Period (as defined in Resolution
No. 6(b) in the notice of this meeting) of all the powers of the Bank to purchase shares in the capital of the Bank be and is
hereby generally and unconditionally approved; and

(b) the aggregate nominal amount of shares of the Bank which may be purchased by the Bank on The Stock Exchange of Hong
Kong Limited under the Hong Kong Code on Share Repurchases pursuant to approval in paragraph (a) above shall not exceed
10% of the aggregate nominal amount of the share capital of the Bank in issue at the date of this Resolution, and the said
approval shall be limited accordingly.”

“THAT, the general mandate granted to the Directors to allot shares pursuant to the Resolution No. 6 of the notice of this
meeting be and is hereby extended by the addition to the aggregate nominal amount of the share capital which may be allotted
or agreed to be allotted by the Directors pursuant to such general mandate an amount representing the aggregate nominal
amount of the share capital of the Bank repurchased by the Bank under the authority granted pursuant to the Resolution No. 7
of the notice of this meeting."




As special business, to consider and if thought fit, pass the following resolution as a special resolution:
9. "THAT, the existing Articles of Association of the Company be and are hereby altered by:

(a) deleting in its entirety the existing definition of "associate” under Article 2 and replacing therewith the following new
definition:

“associate” has, in relation to an individual, the meaning attributed to such term in the Listing Rules
{b) adding the following new definitions to the existing Article 2:
“Hong Kong Financial Reporting Standards” has the meaning attributed to it in the Listing Rules
“International Financial Reporting Standards” has the meaning attributed to it in the Listing Rules
“Listing Rules” means the rules governing the listing of securities made by the Stock Exchange from time to time
“subsidiary” includes:
(a) the meaning attributed to it in section 2 of the Ordinance

{b) any entity which is accounted for and consolidated in the audited consolidated accounts of another entity as a subsidiary
pursuant to applicable Hong Kong Financial Reporting Standards or International Financial Reporting Standards; and

(c) any entity which will, as a result of acquisition of its equity interest by another entity, be accounted for and consolidated
in the next audited consolidated accounts of such other entity as a subsidiary pursuant to applicable Hong Kong Financial
Reporting Standards or International Financial Reporting Standards

{c) adding, immediately after the end of the existing Article 17:

“If at any time the share capital of the Company is divided into different classes of shares, every share certificate issued at
that time shall comply with section 57A of the Ordinance, and no certificate shall be issued in respect of more than one class
of shares.”

(d) adding, immediately after the end of the existing Article 78, the following new Article 78A:

“78A. Where any Member is, under the Listing Rules, required to abstain from voting on any particular resolution or
restricted to voting only for or only against any particular resolution, any votes cast by or on behalf of such Member
in contravention of such requirement or restriction shall not be counted.”

(e) deleting the existing Article 90 in its entirety and replacing therewith the following new Article 90:

"90.  No person other than a Director retiring at the meeting shall, unless recommended by the Directors for election, be
eligible for election as a Director at any genera! meeting unless, during a period of not less than seven (7) days
commencing no earlier than the day after the dispatch of the notice of the meeting appointed for such election and
ending no later than seven (7) days before the date appointed for the meeting, there shall have been given to the
Secretary notice in writing by @ Member (other than the person to be proposed) duly qualified to attend and vote at
the meeting for which such notice is given of his intention to propose such person for election and also a notice
signed by the person to be proposed of his willingness to be elected.”

(f) deleting the existing Article 101(H) in its entirety and replacing therewith the following new Article 101(H):

"101 (H) A Director shall not vote (nor be counted in the quorum) on any resolution of the Board in respect of any board
resolution approving any contract or arrangement or other proposal in which he or any of his associates is
materially interested, and if he shall do so his vote shall not be counted, but this prohibition shall not apply to
any of the following matters namely: —

(a) any contract or arrangement for the giving by the Company of any security or indemnity either:
(1) to the Director or his associate(s) in respect of money lent or obligations incurred or undertaken by him

or any of them at the request of or for the benefit of the Company or any of its subsidiaries; or
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(2) to a third party in respect of a debt or obligation of the Company or any of its subsidiaries for which the
Director or his associate(s) has himself/themselves assumed responsibility or guaranteed or secured in
whole or in part and whether alone or jointly under a guarantee or indemnity or by the giving of security;

(b) any proposal concerning an offer of the shares or debentures or other securities of or by the Company or any
other company which the Company may promote or be interested in for subscription or purchase where the
Director or his associate(s) isfare or isfare to be interested as a participant in the underwriting or sub-
underwriting of the offer;

(c) any contract or arrangement in which the Director or his associate(s) is/are interested in the same manner as
other holders of shares or debentures ot other securities of the Company by virtue anly of his{their interest in
shares or debentures or other securities of the Company; '

(d) any proposal concerning any other company in which the Director or his associate(s) is/are interested only,
whether directly or indirectly, as an officer or executive or a shareholder or in which the Directar or his
associate(s) isfare beneficially interested in shares of that company provided that the Director and any of his
associates are not in aggregate beneficially interested in 5% or more of the issued shares of any class of the
equity share capital of such company {(or of any third company through which his interest or that of his
associates is derived) or of the voting rights;

{e} any proposal or arrangement for the benefit of employees of the Company or its subsidiaries including:

(1) the adoption, modification or operation of any employees' share scheme or any share incentive or share
option scheme under which the Director or his associate{s) may benefit; or

(2) the adoption, modification or operation of a pension fund or retirement, death or disability benefits
scheme which relates both to Directors, his associates and employees of the Company or any of its
subsidiaries and does not provide in respect of any Director or his associate(s), as such any privilege or
advantage not generally accorded to the class of persons to whom such scheme or fund relates.

(9) adding, immediately after the end of the existing Article 143:

“All notices required to be given by advertisement shall be advertised in at least one daily Chinese and one daily English
newspaper circulating in Hong Kong.""

The Register of Members will be closed from Monday, 19th April, 2004 to Thursday, 22nd April, 2004, both days inclusive, during
which period no share transfers will be registered.

The proposed final dividend of HK$1.08 per share, if approved, will be paid on Monday, 10th May, 2004 to shareholders whose
names are on the Register of Members on 22nd April, 2004.

By Order of the Board

Louis CW Ho

Director and Secretary

Hong Kong, 23rd March, 2004

Notes:

1. Inorder to qualify for the proposed dividend, all transfers accompanied by the relevant share certificates must be lodged with the Registrars of
the Bank, Computershare Hong Kong Investor Services Limited, Shops 1712-1716, 17/F, Hopewell Centre, 183 Queen's Road East, Wanchai,
Hong Kong, not later than 4:00 p.m. on Friday, 16th April, 2004.

2. A shareholder entitled to attend and vote at the Meeting is entitled to appoint one or more proxies to attend and, on a poll, vote instead of him.
A proxy need not be a shareholder. All proxies must be deposited at the Registrars of the Bank not later than 48 hours before the time fixed for
holding the Meeting.

3. The Memorandum and Articles of Association of the Bank is written in English. There is no official Chinese transiation in respect thereof.
Therefore, the Chinese version of the Resolution as set out in item 9 abave on amendments of Articles of Association is purely a transfation only.
Should there be any discrepancies, the English version will prevail.
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